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Sec. 43.52.200. Levy of excise tax on overnight accommodations on commercial 
passenger vessels.

There is imposed an excise tax on travel on commercial passenger vessels providing 
overnight accommodations in the state's marine water.

Sec. 43.52.210. Rate of tax.

The tax imposed by AS 43.52.200 - 43.52.295 is levied at a rate of $46 a passenger per 
voyage.

Sec. 43.52.220. Liability for payment of tax.

A passenger traveling on a commercial passenger vessel providing overnight 
accommodations in state marine water is liable for the tax imposed by AS 43.52.200 - 
43.52.295. The tax shall be collected and is due and payable to the department

(1) by the person who provides travel aboard a commercial vessel for which the tax 
is payable; and

(2) in the manner and at the times required by the department by regulation.

Sec. 43.52.230. Disposition of receipts.

(a) The proceeds from the tax on travel on commercial passenger vessels providing 
overnight accommodations in the state's marine water shall be deposited in a special 
"commercial vessel passenger tax account" in the general fund. The legislature may 
appropriate money from this account for the purposes described in (b) and (c) of this 
section, for state-owned port and harbor facilities, other services to properly provide for 
vessel or watercraft visits, to enhance the safety and efficiency of interstate and foreign 
commerce, and such other lawful purposes as determined by the legislature.

(b) For each voyage of a commercial passenger vessel providing overnight 
accommodations, the commissioner shall identify the first five ports of call in the state 
and the number of passengers on board the vessel at each port of call. Subject to 
appropriation by the legislature, the commissioner shall distribute to each port of call $5 
per passenger of the tax revenue collected from the tax levied under AS 43.52.200 - 
43.52.295. If the port of call is a city located within a borough not otherwise unified with 
the borough, the commissioner shall, subject to appropriation by the legislature, distribute 
$2.50 per passenger to the city and $2.50 to the borough. Each port of call receiving funds 
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under this section shall use the funds in a manner calculated to improve port and harbor 
facilities and other services to properly provide for vessel or watercraft visits and to 
enhance the safety and efficiency of interstate and foreign commerce.

(c) A "regional cruise ship impact fund" consisting of 25 percent of the proceeds 
from the tax on travel aboard commercial passenger vessels providing overnight 
accommodations in the state's marine water shall be established as a sub-account of the 
funds established in (a) of this section and deposited in the general fund. Subject to 
appropriation by the legislature and regulations adopted by the Department of Revenue, 
the commissioner shall distribute funds to municipalities or other governmental entities 
within the Prince William Sound Region, Southeast Alaska, or any other distinctive 
region impacted by cruise ship related tourism activities but not entitled to receive funds 
based on port of call visitation as allowed by (b) of this section, provided that any funds 
used from this account shall be used to provide services and infrastructure directly related 
to passenger vessel or watercraft visits or to enhance the safety and efficiency of interstate 
and foreign commerce related to vessel or watercraft activities.

Sec. 43.52.240. Administration.

(a) The department shall

(1) administer AS 43.52.200 - 43.52.295; and

(2) collect, supervise, and enforce the collection of taxes due under AS 43.52.200 - 
43.52.295 and penalties as provided in AS 43.05.

(b) The department may adopt regulations necessary for the administration of AS 
43.52.200 - 43.52.295.

Sec. 43.52.250. Local levies.

Any municipality, whether home rule or general law, that receives passenger ship fee 
funds under AS 43.52.200 - 43.52.295 may not impose an additional form of tax on travel 
on commercial passenger vessels engaged in activities involving overnight 
accommodations for passengers in state marine waters. Any form of tax on travel on 
commercial passenger vessels engaged in activities involving overnight accommodations 
for passengers in state marine waters enacted by a municipality, whether home rule or 
general law, before December 17, 2006, shall expire one year after enactment of this law 
if that municipality elects to receive funds under AS 43.52.200 - 43.52.295.

Sec. 43.52.295. Definitions.

In AS 43.52.200 - 43.52.295,
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(1) "commercial passenger vessel" means a boat or vessel that is used in the 
common carriage of passengers in commerce; "commercial passenger vessel" does not 
include

(A) vessels with fewer than 250 berths or other overnight accommodations for 
passengers;

(B) noncommercial vessels, warships, and vessels operated by the state, the United 
States, or a foreign government;

(2) "marine water of the state" and "state marine water" have the meaning given to 
"waters" in AS 46.03.900 , except that they include only marine waters;

(3) "passenger" means a person whom a common carrier has contracted to carry 
from one place to another;

(4) "voyage" means any trip or itinerary lasting more than 72 hours.

Chapter 43.55. OIL AND GAS PRODUCTION TAX AND OIL SURCHARGE

Article 01. OIL AND GAS PRODUCTION TAX

Sec. 43.55.010. Gross production tax. [Repealed, Sec. 9 ch 136 SLA 1977].

Repealed or Renumbered

Sec. 43.55.011. Oil and gas production tax.

(a) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(b) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(c) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(d) [Repealed, Sec. 18 ch 116 SLA 1981]. 

(e) There is levied on the producer of oil or gas a tax for all oil and gas produced 
each calendar year from each lease or property in the state, less any oil and gas the 
ownership or right to which is exempt from taxation or constitutes a landowner's royalty 
interest. Except as otherwise provided under (f), (j), (k), and (o) of this section, the tax is 
equal to the sum of
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(1) the annual production tax value of the taxable oil and gas as calculated under AS 
43.55.160 (a)(1) multiplied by 25 percent; and

(2) the sum, over all months of the calendar year, of the tax amounts determined 
under (g) of this section.

(f) The levy of tax under this section for oil and gas produced north of 68 degrees 
North latitude, other than oil and gas production subject to (i) of this section and gas 
subject to (o) of this section, may not be less than

(1) four percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is more than $25;

(2) three percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is over $20 but not over $25;

(3) two percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is over $17.50 but not over $20;

(4) one percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is over $15 but not over $17.50; or

(5) zero percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is $15 or less.

(g) For each month of the calendar year for which the producer's average monthly 
production tax value under AS 43.55.160 (a)(2) per BTU equivalent barrel of the taxable 
oil and gas is more than $30, the amount of tax for purposes of (e)(2) of this section is 
determined by multiplying the monthly production tax value of the taxable oil and gas 
produced during the month by the tax rate calculated as follows:

(1) if the producer's average monthly production tax value per BTU equivalent 
barrel of the taxable oil and gas for the month is not more than $92.50, the tax rate is 0.4 
percent multiplied by the number that represents the difference between that average 
monthly production tax value per BTU equivalent barrel and $30; or

(2) if the producer's average monthly production tax value per BTU equivalent 
barrel of the taxable oil and gas for the month is more than $92.50, the tax rate is the sum 
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of 25 percent and the product of 0.1 percent multiplied by the number that represents the 
difference between the average monthly production tax value per BTU equivalent barrel 
and $92.50, except that the sum determined under this paragraph may not exceed 50 
percent.

(h) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(i) There is levied on the producer of oil or gas a tax for all oil and gas produced 
each calendar year from each lease or property in the state the ownership or right to which 
constitutes a landowner's royalty interest, except for oil and gas the ownership or right to 
which is exempt from taxation. The provisions of this subsection apply to a landowner's 
royalty interest as follows:

(1) the tax levied for oil is equal to five percent of the gross value at the point of 
production of the oil;

(2) the tax levied for gas is equal to 1.667 percent of the gross value at the point of 
production of the gas;

(3) if the department determines that, for purposes of reducing the producer's tax 
liability under (1) or (2) of this subsection, the producer has received or will receive 
consideration from the royalty owner offsetting all or a part of the producer's royalty 
obligation, other than a deduction under AS 43.55.020 (d) of the amount of a tax paid, 
then, notwithstanding (1) and (2) of this subsection, the tax is equal to 25 percent of the 
gross value at the point of production of the oil and gas.

(j) For a calendar year before 2022, the tax levied by (e) of this section for gas 
produced from a lease or property in the Cook Inlet sedimentary basin may not exceed

(1) for a lease or property that first commenced commercial production of gas before 
April 1, 2006, the product obtained by multiplying (A) the amount of taxable gas 
produced during the calendar year from the lease or property, times (B) the average rate 
of tax that was imposed under this chapter for taxable gas produced from the lease or 
property for the 12-month period ending on March 31, 2006, times (C) the quotient 
obtained by dividing the total gross value at the point of production of the taxable gas 
produced from the lease or property during the 12-month period ending on March 31, 
2006, by the total amount of that gas;

(2) for a lease or property that first commences commercial production of gas after 
March 31, 2006, the product obtained by multiplying (A) the amount of taxable gas 
produced during the calendar year from the lease or property, times (B) the average rate 
of tax that was imposed under this chapter for taxable gas produced from all leases or 
properties in the Cook Inlet sedimentary basin for the 12-month period ending on March 
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31, 2006, times (C) the average prevailing value for gas delivered in the Cook Inlet area 
for the 12-month period ending March 31, 2006, as determined by the department under 
AS 43.55.020 (f).

(k) For a calendar year before 2022, the tax levied by (e) of this section for oil 
produced from a lease or property in the Cook Inlet sedimentary basin may not exceed

(1) for a lease or property that first commenced commercial production of oil before 
April 1, 2006, the product obtained by multiplying (A) the amount of taxable oil 
produced during the calendar year from the lease or property, times (B) the average rate 
of tax that was imposed under this chapter for taxable oil produced from the lease or 
property for the 12-month period ending on March 31, 2006, times (C) the quotient 
obtained by dividing the total gross value at the point of production of the taxable oil 
produced from the lease or property during the 12-month period ending on March 31, 
2006, by the total amount of that oil;

(2) for a lease or property that first commences commercial production of oil after 
March 31, 2006, the product obtained by multiplying (A) the amount of taxable oil 
produced during the calendar year from the lease or property, times (B) the average rate 
of tax that was imposed under this chapter for taxable oil produced from all leases or 
properties in the Cook Inlet sedimentary basin for the 12-month period ending on March 
31, 2006, times (C) the average prevailing value for oil produced and delivered in the 
Cook Inlet area for the 12-month period ending on March 31, 2006, as determined by the 
department under AS 43.55.020 (f).

(l) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(m) Notwithstanding any contrary provision of AS 38.05.180 (i), AS 41.09.010 , AS 
43.55.024 , or 43.55.025, the department shall provide by regulation a method to ensure 
that, for a calendar year for which a producer's tax liability is limited by (j), (k), or (o) of 
this section, tax credits otherwise available under AS 38.05.180 (i), AS 41.09.010, AS 
43.55.024 , or 43.55.025 and allocated to gas subject to the limitations in (j), (k), and (o) 
of this section are accounted for as though the credits had been applied first against a tax 
liability calculated without regard to the limitations under (j), (k), and (o) of this section 
so as to reduce the tax liability to the maximum amount provided for under (j) or (o) of 
this section for the production of gas or (k) of this section for the production of oil. The 
regulation must provide for a reasonable method to allocate tax credits to gas subject to 
(j) and (o) of this section. Only the amount of a tax credit remaining after the accounting 
provided for under this subsection may be used for a later calendar year, transferred to 
another person, or applied against a tax levied on the production of oil or gas not subject 
to (j), (k), or (o) of this section to the extent otherwise allowed.

(n) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375100!27]/doc/{t17489}? (6 of 12) [2/11/2008 11:32:33 AM]



DOC Frame Page

(o) Notwithstanding other provisions of this section, for a calendar year before 2022, 
the tax levied under (e) of this section for each 1,000 cubic feet of gas for gas produced 
from a lease or property outside the Cook Inlet sedimentary basin and used in the state 
may not exceed the amount of tax for each 1,000 cubic feet of gas that is determined 
under (j)(2) of this section.

Sec. 43.55.012. Adjustment in tax rates. [Repealed, Sec. 34 ch 2 TSSLA 2006].

Repealed or Renumbered

Sec. 43.55.013. Economic limit factor. [Repealed, Sec. 34 ch 2 TSSLA 2006].

Repealed or Renumbered

Sec. 43.55.015. Tax per barrel of oil. [Repealed, Sec. 9 ch 136 SLA 1977].

Repealed or Renumbered

Sec. 43.55.016. Gas production tax. [Repealed, Sec. 34 ch 2 TSSLA 2006].

Repealed or Renumbered

Sec. 43.55.017. Relation to other taxes.

(a) Except as provided in this chapter, the taxes imposed by this chapter are in place 
of all taxes now imposed by the state or any of its municipalities, and neither the state nor 
a municipality may impose a tax on

(1) producing oil or gas leases;

(2) oil or gas produced or extracted in the state;

(3) the value of intangible drilling and development costs, as described in 26 U.S.C. 
263(c) (Internal Revenue Code), as amended through January 1, 1974.

(b) The taxes imposed by this chapter are in place of all taxes imposed by a 
municipality upon oil or gas in place or nonproducing oil or gas leases or properties.

(c) The taxes imposed by this chapter are not in place of the tax imposed by income 
taxes, franchise taxes, or taxes upon the retail sale of oil or gas products.

Sec. 43.55.018. Credit against tax. [Repealed, Sec. 18 ch 116 SLA 1981].
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Repealed or Renumbered

Sec. 43.55.019. Oil or gas producer education credit.

(a) For cash contributions accepted for direct instruction, research, and educational 
support purposes, including library and museum acquisitions, and contributions to 
endowment, by an Alaska university foundation or by a nonprofit, public or private, 
Alaska two-year or four-year college accredited by a regional accreditation association, a 
producer of oil or gas is allowed as a credit against the tax due under this chapter

(1) 50 percent of contributions of not more than $100,000; and

(2) 100 percent of the next $100,000 of contributions.

(b) [Repealed, Sec. 12 ch 71 SLA 1991]. 

(c) Each public college and university shall include in its annual operating budget 
request contributions received and how the contributions were used.

(d) A contribution claimed as a credit under this section may not

(1) be claimed as a credit under another provision of this title; and

(2) when combined with credits taken during the taxpayer's tax year under AS 
21.89.070 , 21.89.075, AS 43.20.014 , AS 43.56.018 , AS 43.65.018, AS 43.75.018 , or 
AS 43.77.045 , exceed $150,000.

(e) The department may, by regulation, establish procedures by which a taxpayer 
may allocate a pro rata share of a credit claimed under this section against monthly tax 
payments made during the tax year.

Sec. 43.55.020. Payment of tax.

(a) For a calendar year, a producer subject to tax under AS 43.55.011(e) - (i) shall 
pay the tax as follows:

(1) an installment payment of the estimated tax levied by AS 43.55.011(e), net of 
any tax credits applied as allowed by law, is due for each month of the calendar year on 
the last day of the following month; except as otherwise provided under (2) of this 
subsection, the amount of the installment payment is the sum of the following amounts, 
less 1/12 of the tax credits that are allowed by law to be applied against the tax levied by 
AS 43.55.011 (e) for the calendar year, but the amount of the installment payment may 
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not be less than zero:

(A) for oil and gas produced from leases or properties in the state outside the Cook 
Inlet sedimentary basin but not subject to AS 43.55.011(o), other than leases or properties 
subject to AS 43.55.011(f), the greater of

(i) zero; or

(ii) the sum of 25 percent and the tax rate calculated for the month under AS 
43.55.011 (g) multiplied by the remainder obtained by subtracting 1/12 of the producer's 
adjusted lease expenditures for the calendar year of production under AS 43.55.165 and 
43.55.170 that are deductible for the leases or properties under AS 43.55.160 from the 
gross value at the point of production of the oil and gas produced from the leases or 
properties during the month for which the installment payment is calculated;

(B) for oil and gas produced from leases or properties subject to AS 43.55.011(f), 
the greatest of

(i) zero;

(ii) zero percent, one percent, two percent, three percent, or four percent, as 
applicable, of the gross value at the point of production of the oil and gas produced from 
all leases or properties during the month for which the installment payment is calculated; 
or

(iii) the sum of 25 percent and the tax rate calculated for the month under AS 
43.55.011 (g) multiplied by the remainder obtained by subtracting 1/12 of the producer's 
adjusted lease expenditures for the calendar year of production under AS 43.55.165 and 
43.55.170 that are deductible for those leases or properties under AS 43.55.160 from the 
gross value at the point of production of the oil and gas produced from those leases or 
properties during the month for which the installment payment is calculated;

(C) for oil and gas produced from each lease or property subject to AS 43.55.011 (j), 
(k), or (o), the greater of

(i) zero; or

(ii) the sum of 25 percent and the tax rate calculated for the month under AS 
43.55.011 (g) multiplied by the remainder obtained by subtracting 1/12 of the producer's 
adjusted lease expenditures for the calendar year of production under AS 43.55.165 and 
43.55.170 that are deductible under AS 43.55.160 for oil or gas, respectively, produced 
from the lease or property from the gross value at the point of production of the oil or gas, 
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respectively, produced from the lease or property during the month for which the 
installment payment is calculated;

(2) an amount calculated under (1)(C) of this subsection for oil or gas produced 
from a lease or property subject to AS 43.55.011 (j), (k), or (o) may not exceed the 
product obtained by carrying out the calculation set out in AS 43.55.011 (j)(1) or (2) or 
43.55.011(o), as applicable, for gas or set out in AS 43.55.011 (k)(1) or (2), as applicable, 
for oil, but substituting in AS 43.55.011 (j)(1)(A) or (2)(A) or 43.55.011(o), as applicable, 
the amount of taxable gas produced during the month for the amount of taxable gas 
produced during the calendar year and substituting in AS 43.55.011 (k)(1)(A) or (2)(A), 
as applicable, the amount of taxable oil produced during the month for the amount of 
taxable oil produced during the calendar year;

(3) an installment payment of the estimated tax levied by AS 43.55.011(i) for each 
lease or property is due for each month of the calendar year on the last day of the 
following month; the amount of the installment payment is the sum of

(A) the applicable tax rate for oil provided under AS 43.55.011 (i), multiplied by the 
gross value at the point of production of the oil taxable under AS 43.55.011 (i) and 
produced from the lease or property during the month; and

(B) the applicable tax rate for gas provided under AS 43.55.011 (i), multiplied by 
the gross value at the point of production of the gas taxable under AS 43.55.011 (i) and 
produced from the lease or property during the month;

(4) any amount of tax levied by AS 43.55.011 (e) or (i), net of any credits applied as 
allowed by law, that exceeds the total of the amounts due as installment payments of 
estimated tax is due on March 31 of the year following the calendar year of production.

(b) The production tax on oil and gas shall be paid to the department by or on behalf 
of the producer.

(c) [Repealed, Sec. 7 ch 101 SLA 1972].

(d) In making settlement with the royalty owner for oil and gas that is taxable under 
AS 43.55.011 , the producer may deduct the amount of the tax paid on taxable royalty oil 
and gas, or may deduct taxable royalty oil or gas equivalent in value at the time the tax 
becomes due to the amount of the tax paid. If the total deductions of installment payments 
of estimated tax for a calendar year exceed the actual tax for that calendar year, the 
producer shall, before April 1 of the following year, refund the excess to the royalty 
owner. Unless otherwise agreed between the producer and the royalty owner, the amount 
of the tax paid under AS 43.55.011 (e) - (g) on taxable royalty oil and gas for a calendar 
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year, other than oil and gas the ownership or right to which constitutes a landowner's 
royalty interest, is considered to be the gross value at the point of production of the 
taxable royalty oil and gas produced during the calendar year multiplied by a figure that is 
a quotient, in which

(1) the numerator is the producer's total tax liability under AS 43.55.011(e) - (g) for 
the calendar year of production; and

(2) the denominator is the total gross value at the point of production of the oil and 
gas taxable under AS 43.55.011 (e) - (g) produced by the producer from all leases and 
properties in the state during the calendar year.

(e) Gas flared, released, or allowed to escape in excess of the amount authorized by 
the Alaska Oil and Gas Conservation Commission is considered, for the purpose of AS 
43.55.011 - 43.55.180, as gas produced from a lease or property. Oil or gas used in the 
operation of a lease or property in the state in drilling for or producing oil or gas, or for 
repressuring, except to the extent determined by the Alaska Oil and Gas Conservation 
Commission to be waste, is not considered, for the purpose of AS 43.55.011 - 43.55.180, 
as oil or gas produced from a lease or property.

(f) If oil or gas is produced but not sold, or if oil or gas is produced and sold under 
circumstances where the sale price does not represent the prevailing value for oil or gas of 
like kind, character, or quality in the field or area from which the product is produced, the 
department may require the tax to be paid upon the basis of the value of oil or gas of the 
same kind, quality, and character prevailing for that field or area during the calendar 
month of production or sale.

(g) Notwithstanding any contrary provision of AS 43.05.225 , an unpaid amount of 
an installment payment required under (a)(1) - (3) of this section that is not paid when due 
bears interest (1) at the rate provided for an underpayment under 26 U.S.C. 6621 (Internal 
Revenue Code), as amended, compounded daily, from the date the installment payment is 
due until March 31 following the calendar year of production, and (2) as provided for a 
delinquent tax under AS 43.05.225 after that March 31. Interest accrued under (1) of this 
subsection that remains unpaid after that March 31 is treated as an addition to tax that 
bears interest under (2) of this subsection. An unpaid amount of tax due under (a)(4) of 
this section that is not paid when due bears interest as provided for a delinquent tax under 
AS 43.05.225 .

(h) Notwithstanding any contrary provision of AS 43.05.280 ,

(1) an overpayment of an installment payment required under (a)(1) - (3) of this 
section bears interest at the rate provided for an overpayment under 26 U.S.C. 6621 
(Internal Revenue Code), as amended, compounded daily, from the later of the date the 
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installment payment is due or the date the overpayment is made, until the earlier of

(A) the date it is refunded or is applied to an underpayment; or

(B) March 31 following the calendar year of production;

(2) except as provided under (1) of this subsection, interest with respect to an 
overpayment is allowed only on any net overpayment of the payments required under (a) 
of this section that remains after the later of March 31 following the calendar year of 
production or the date that the statement required under AS 43.55.030 (a) is filed;

(3) interest is allowed under (2) of this subsection only from a date that is 90 days 
after the later of March 31 following the calendar year of production or the date that the 
statement required under AS 43.55.030(a) is filed; interest is not allowed if the 
overpayment was refunded within the 90-day period;

(4) interest under (2) and (3) of this subsection is paid at the rate and in the manner 
provided in AS 43.05.225 (1).

Sec. 43.55.021. Alaska veterans' memorial endowment fund contribution credit. 
[Repealed, Sec. 25 ch 46 SLA 2002].

Repealed or Renumbered
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Sec. 43.55.023. Tax credits for certain losses and expenditures.

(a) A producer or explorer may take a tax credit for a qualified capital expenditure 
as follows:

(1) notwithstanding that a qualified capital expenditure may be a deductible lease 
expenditure for purposes of calculating the production tax value of oil and gas under AS 
43.55.160 (a), unless a credit for that expenditure is taken under AS 38.05.180 (i), AS 
41.09.010 , AS 43.20.043, or AS 43.55.025 , a producer or explorer that incurs a qualified 
capital expenditure may also elect to apply a tax credit against a tax levied by AS 
43.55.011 (e) in the amount of 20 percent of that expenditure; however, not more than 
half of the tax credit may be applied for a single calendar year;

(2) a producer or explorer may take a credit for a qualified capital expenditure 
incurred in connection with geological or geophysical exploration or in connection with 
an exploration well only if the producer or explorer

(A) agrees, in writing, to the applicable provisions of AS 43.55.025(f)(2);

(B) submits to the Department of Natural Resources all data that would be required 
to be submitted under AS 43.55.025 (f)(2).

(b) A producer or explorer may elect to take a tax credit in the amount of 25 percent 
of a carried-forward annual loss. A credit under this subsection may be applied against a 
tax levied by AS 43.55.011 (e). For purposes of this subsection, a carried-forward annual 
loss is the amount of a producer's or explorer's adjusted lease expenditures under AS 
43.55.165 and 43.55.170 for a previous calendar year that was not deductible in 
calculating production tax values for that calendar year under AS 43.55.160 .

(c) A credit or portion of a credit under this section may not be used to reduce a 
person's tax liability under AS 43.55.011 (e) for any calendar year below zero, and any 
unused credit or portion of a credit not used under this subsection may be applied in a 
later calendar year.

(d) Except as limited by (i) of this section, a person that is entitled to take a tax 
credit under this section that wishes to transfer the unused credit to another person or 
obtain a cash payment under AS 43.55.028 may apply to the department for transferable 
tax credit certificates. An application under this subsection must be in a form prescribed 
by the department and must include supporting information and documentation that the 
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department reasonably requires. The department shall grant or deny an application, or 
grant an application as to a lesser amount than that claimed and deny it as to the excess, 
not later than 120 days after the latest of (1) March 31 of the year following the calendar 
year in which the qualified capital expenditure or carried-forward annual loss for which 
the credit is claimed was incurred; (2) the date the statement required under AS 43.55.030
(a) or (e) was filed for the calendar year in which the qualified capital expenditure or 
carried-forward annual loss for which the credit is claimed was incurred; or (3) the date 
the application was received by the department. If, based on the information then 
available to it, the department is reasonably satisfied that the applicant is entitled to a 
credit, the department shall issue the applicant two transferable tax credit certificates, 
each for half of the amount of the credit. The credit shown on one of the two certificates 
is available for immediate use. The credit shown on the second of the two certificates may 
not be applied against a tax for a calendar year earlier than the calendar year following the 
calendar year in which the certificate is issued, and the certificate must contain a 
conspicuous statement to that effect. A certificate issued under this subsection does not 
expire.

(e) A person to which a transferable tax credit certificate is issued under (d) of this 
section may transfer the certificate to another person, and a transferee may further transfer 
the certificate. Subject to the limitations set out in (a) - (d) of this section, and 
notwithstanding any action the department may take with respect to the applicant under 
(g) of this section, the owner of a certificate may apply the credit or a portion of the credit 
shown on the certificate only against a tax levied by AS 43.55.011 (e). However, a credit 
shown on a transferable tax credit certificate may not be applied to reduce a transferee's 
total tax liability under AS 43.55.011 (e) for oil and gas produced during a calendar year 
to less than 80 percent of the tax that would otherwise be due without applying that credit. 
Any portion of a credit not used under this subsection may be applied in a later period.

(f) [Repealed, Sec. 67 ch 1 SSSLA 2007]. 

(g) The issuance of a transferable tax credit certificate under (d) of this section or the 
purchase of a certificate under AS 43.55.028 does not limit the department's ability to 
later audit a tax credit claim to which the certificate relates or to adjust the claim if the 
department determines, as a result of the audit, that the applicant was not entitled to the 
amount of the credit for which the certificate was issued. The tax liability of the applicant 
under AS 43.55.011 (e) and 43.55.017 - 43.55.180 is increased by the amount of the 
credit that exceeds that to which the applicant was entitled, or the applicant's available 
valid outstanding credits applicable against the tax levied by AS 43.55.011 (e) are 
reduced by that amount. If the applicant's tax liability is increased under this subsection, 
the increase bears interest under AS 43.05.225 from the date the transferable tax credit 
certificate was issued. For purposes of this subsection, an applicant that is an explorer is 
considered a producer subject to the tax levied by AS 43.55.011 (e).
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(h) Regulations adopted to implement this section must include provisions 
prescribing reporting, record keeping, and certification procedures and requirements to 
verify the accuracy of credits claimed and to ensure that a credit is not used more than 
once.

(i) For the purposes of this section,

(1) a producer's or explorer's transitional investment expenditures are the sum of the 
expenditures the producer or explorer incurred after March 31, 2001, and before April 1, 
2006, that would be qualified capital expenditures if they were incurred after March 31, 
2006, less the sum of the payments or credits the producer or explorer received before 
April 1, 2006, for the sale or other transfer of assets, including geological, geophysical, or 
well data or interpretations, acquired by the producer or explorer as a result of 
expenditures the producer or explorer incurred before April 1, 2006, that would be 
qualified capital expenditures, if they were incurred after March 31, 2006;

(2) a producer or explorer that did not have commercial production of oil or gas 
from a lease or property in the state before January 1, 2008, may elect to take a tax credit 
against a tax levied by AS 43.55.011(e) in the amount of 20 percent of the producer's or 
explorer's transitional investment expenditures, but only to the extent that the amount 
does not exceed 1/10 of the producer's or explorer's qualified capital expenditures that 
were incurred after March 31, 2006, and before January 1, 2008;

(3) a producer or explorer may not take a tax credit for a transitional investment 
expenditure

(A) for any calendar year after 2013;

(B) more than once; or

(C) if a credit for that expenditure was taken under AS 38.05.180(i), AS 41.09.010 , 
AS 43.20.043 , or AS 43.55.025 ;

(4) notwithstanding (d), (e), and (g) of this section, a producer or explorer may not 
transfer a tax credit or obtain a transferable tax credit certificate for a transitional 
investment expenditure.

(j) As a condition of receiving a tax credit under this section, a producer or explorer 
that obtains the tax credit for or directly related to a pipeline, facility, or other asset that is 
or becomes subject to regulation by the Federal Energy Regulatory Commission, the 
Regulatory Commission of Alaska, or a successor regulatory body shall at all times 
support and in all rate proceedings file to flow through 100 percent of the tax credits to 
ratepayers as a reduction in the costs of service for the pipeline, facility, or other asset.

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375100!27]/doc/{@17509}? (3 of 28) [2/11/2008 11:32:43 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4320043']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4355025']/doc/{@1}?firsthit


DOC Frame Page

(k) An entity that is exempt from taxation under this chapter may not apply for a 
transferable tax credit certificate.

(l) In this section, "qualified capital expenditure"

(1) means, except as otherwise provided in (2) of this subsection, an expenditure 
that is a lease expenditure under AS 43.55.165 and is

(A) incurred for geological or geophysical exploration; or

(B) treated as a capitalized expenditure under 26 U.S.C. (Internal Revenue Code), as 
amended, regardless of elections made under 26 U.S.C. 263(c) (Internal Revenue Code), 
as amended, and is

(i) treated as a capitalized expenditure for federal income tax reporting purposes by 
the person incurring the expenditure; or

(ii) eligible to be deducted as an expense under 26 U.S.C. 263(c) Internal Revenue 
Code), as amended;

(2) does not include an expenditure incurred to acquire an asset (A) the cost of 
previously acquiring which was a lease expenditure under AS 43.55.165 or would have 
been a lease expenditure under AS 43.55.165 if it had been incurred after March 31, 
2006; for purposes of this subparagraph, "asset" includes geological, geophysical, and 
well data and interpretations; or (B) that has previously been placed in service in the state; 
an expenditure to acquire an asset is not excluded under this paragraph if not more than 
an immaterial portion of the asset meets a description under this paragraph.

Sec. 43.55.024. Additional nontransferable tax credits.

(a) For a calendar year for which a producer's tax liability under AS 43.55.011 (e) 
on oil and gas produced from leases or properties outside the Cook Inlet sedimentary 
basin, no part of which is north of 68 degrees North latitude, exceeds zero before 
application of any credits under this chapter, a producer that is qualified under (e) of this 
section may apply a tax credit against that liability of not more than $6,000,000.

(b) A producer may not take a tax credit under (a) of this section for any calendar 
year after the later of

(1) 2016; or

(2) the ninth calendar year after the calendar year during which the producer first 
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has commercial oil or gas production before May 1, 2016, from at least one lease or 
property in the state outside the Cook Inlet sedimentary basin, no part of which is north of 
68 degrees North latitude, if the producer did not have commercial oil or gas production 
from a lease or property in the state outside the Cook Inlet sedimentary basin, no part of 
which is north of 68 degrees North latitude, before April 1, 2006.

(c) For a calendar year for which a producer's tax liability under AS 43.55.011 (e) 
exceeds zero before application of any credits under this chapter, other than a credit under 
(a) of this section but after application of any credit under (a) of this section, a producer 
that is qualified under (e) of this section and whose average amount of oil and gas 
produced a day and taxable under AS 43.55.011 (e) is less than 100,000 BTU equivalent 
barrels a day may apply a tax credit under this subsection against that liability. A 
producer whose average amount of oil and gas produced a day and taxable under AS 
43.55.011 (e) is

(1) not more than 50,000 BTU equivalent barrels may apply a tax credit of not more 
than $12,000,000 for the calendar year;

(2) more than 50,000 and less than 100,000 BTU equivalent barrels may apply a tax 
credit of not more than $12,000,000 multiplied by the following fraction for the calendar 
year:

1 &minus; [2 X (AP &minus; 50,000)] &divide; 100,000

where AP = the average amount of oil and gas taxable under AS 43.55.011(e), produced a 
day during the calendar year in BTU equivalent barrels.

(d) A producer may not take a tax credit under (c) of this section for any calendar 
year after the later of

(1) 2016; or

(2) if the producer did not have commercial oil or gas production from a lease or 
property in the state before April 1, 2006, the ninth calendar year after the calendar year 
during which the producer first has commercial oil or gas production before May 1, 2016, 
from at least one lease or property in the state.

(e) On written application by a producer that includes any information the 
department may require, the department shall determine whether the producer qualifies 
for a calendar year under this section. To qualify under this section, a producer must 
demonstrate that its operation in the state or its ownership of an interest in a lease or 
property in the state as a distinct producer would not result in the division among multiple 
producer entities of any production tax liability under AS 43.55.011 (e) that reasonably 
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would be expected to be attributed to a single producer if the tax credit provisions of (a) 
or (c) of this section did not exist.

(f) A tax credit authorized by (a) of this section may not be applied to reduce a 
producer's tax liability for any calendar year under AS 43.55.011 (e) on oil and gas 
produced from leases or properties outside the Cook Inlet sedimentary basin, no part of 
which is north of 68 degrees North latitude, below zero.

(g) A tax credit authorized by (c) of this section may not be applied to reduce a 
producer's tax liability for any calendar year under AS 43.55.011 (e) below zero.

(h) An unused tax credit or portion of a tax credit under this section is not 
transferable and may not be carried forward for use in a later calendar year.

Sec. 43.55.025. Alternative tax credit for oil and gas exploration.

(a) Subject to the terms and conditions of this section, a credit against the production 
tax due under AS 43.55.011 (e) or (f) is allowed for exploration expenditures that qualify 
under (b) of this section in an amount equal to one of the following:

(1) 20 percent of the total exploration expenditures that qualify only under (b) and 
(c) of this section;

(2) 20 percent of the total exploration expenditures for work performed before July 
1, 2007, and that qualify only under (b) and (d) of this section;

(3) 40 percent of the total exploration expenditures that qualify under (b), (c), and 
(d) of this section; or

(4) 40 percent of the total exploration expenditures that qualify only under (b) and 
(e) of this section.

(b) To qualify for the production tax credit under (a) of this section, an exploration 
expenditure must be incurred for work performed on or after July 1, 2003, and before July 
1, 2016, except that an exploration expenditure for a Cook Inlet prospect must be incurred 
for work performed on or after July 1, 2005, and

(1) may be for seismic or geophysical exploration costs not connected with a 
specific well;

(2) if for an exploration well,

(A) must be incurred by an explorer that holds an interest in the exploration well for 
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which the production tax credit is claimed;

(B) may be for either an oil or gas discovery well or a dry hole; and

(C) must be for goods, services, or rentals of personal property reasonably required 
for the surface preparation, drilling, casing, cementing, and logging of an exploration 
well, and, in the case of a dry hole, for the expenses required for abandonment if the well 
is abandoned within 18 months after the date the well was spudded;

(3) may not be for testing, stimulation, or completion costs; administration, 
supervision, engineering, or lease operating costs; geological or management costs; 
community relations or environmental costs; bonuses, taxes, or other payments to 
governments related to the well; or other costs that are generally recognized as indirect 
costs or financing costs; and

(4) may not be incurred for an exploration well or seismic exploration that is 
included in a plan of exploration or a plan of development for any unit on May 13, 2003.

(c) To be eligible for the 20 percent production tax credit authorized by (a)(1) of this 
section or the 40 percent production tax credit authorized by (a)(3) of this section, 
exploration expenditures must

(1) qualify under (b) of this section; and

(2) be for an exploration well, subject to the following:

(A) for an exploration well other than a well that is described in (B) of this 
paragraph, the well must be located and drilled in such a manner that the bottom hole is 
located not less than three miles away from the bottom hole of a preexisting suspended, 
completed, or abandoned oil or gas well; in this subparagraph, "preexisting" means a well 
that was spudded more than 150 days but less than 35 years before the exploration well 
was spudded;

(B) for an exploration well that explores a Cook Inlet prospect, the well must be 
located at least three miles from any other well drilled for oil and gas with all distances 
measured as the horizontal distance between exploration targets, except that the 
exploration well that is located within three miles of a well drilled for oil and gas qualifies 
for the tax credit authorized by this subsection if the exploration well tests potential 
hydrocarbon traps that the commissioner of natural resources determines, after analyzing 
evidence submitted by the explorer and from other information that the commissioner of 
natural resources determines relevant, constitute a distinctly separate exploration target.

(d) To be eligible for the 20 percent production tax credit authorized by (a)(2) of this 

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375100!27]/doc/{@17509}? (7 of 28) [2/11/2008 11:32:43 AM]



DOC Frame Page

section or the 40 percent production tax credit authorized by (a)(3) of this section, an 
exploration expenditure must

(1) qualify under (b) of this section; and

(2) be for an exploration well that is located not less than 25 miles outside of the 
outer boundary, as delineated on July 1, 2003, of any unit that is under a plan of 
development, except that for an exploration well for a Cook Inlet prospect to qualify 
under this paragraph, the exploration well must be located not less than 10 miles outside 
the outer boundary, as delineated on July 1, 2003, of any unit that is under a plan of 
development.

(e) To be eligible for the 40 percent production tax credit authorized by (a)(4) of this 
section, the exploration expenditure must

(1) qualify under (b) of this section;

(2) be for seismic exploration; and

(3) have been conducted outside the boundaries of a production unit or an 
exploration unit; however, the amount of the expenditure that is otherwise eligible under 
this subsection is reduced proportionately by the portion of the seismic exploration 
activity that crossed into a production unit or an exploration unit.

(f) For a production tax credit under this section,

(1) an explorer shall, in a form prescribed by the department and within six months 
of the completion of the exploration activity, claim the credit and submit information 
sufficient to demonstrate to the department's satisfaction that the claimed exploration 
expenditures qualify under this section;

(2) an explorer shall agree, in writing,

(A) to notify the Department of Natural Resources, within 30 days after completion 
of seismic or geophysical data processing, completion of a well, or filing of a claim for 
credit, whichever is the latest, for which exploration costs are claimed, of the date of 
completion and submit a report to that department describing the processing sequence and 
providing a list of data sets available; if, under (c)(2)(B) of this section, an explorer 
submits a claim for a credit for expenditures for an exploration well that is located within 
three miles of a well already drilled for oil and gas, in addition to the submissions 
required under (1) of this subsection, the explorer shall submit the information necessary 
for the commissioner of natural resources to evaluate the validity of the explorer's claim 
that the well is directed at a distinctly separate exploration target, and the commissioner 
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of natural resources shall, upon receipt of all evidence sufficient for the commissioner to 
evaluate the explorer's claim, make that determination within 60 days;

(B) to provide to the Department of Natural Resources, within 30 days after the date 
of a request, specific data sets, ancillary data, and reports identified in (A) of this 
paragraph;

(C) that, notwithstanding any provision of AS 38, information provided under this 
paragraph will be held confidential by the Department of Natural Resources for 10 years 
following the completion date, at which time that department will release the information 
after 30 days' public notice;

(3) if more than one explorer holds an interest in a well or seismic exploration, each 
explorer may claim an amount of credit that is proportional to the explorer's cost incurred;

(4) the department may exercise the full extent of its powers as though the explorer 
were a taxpayer under this title, in order to verify that the claimed expenditures are 
qualified exploration expenditures under this section; and

(5) if the department is satisfied that the explorer's claimed expenditures are 
qualified under this section, the department shall issue to the explorer a production tax 
credit certificate for the amount of credit to be allowed against production taxes due under 
AS 43.55.011(e) or (f).

(g) An explorer, other than an entity that is exempt from taxation under this chapter, 
may transfer, convey, or sell its production tax credit certificate to any person, and any 
person who receives a production tax credit certificate may also transfer, convey, or sell 
the certificate.

(h) A producer that purchases a production tax credit certificate may apply the 
credits against its production tax liability under AS 43.55.011 (e) or (f). Regardless of the 
price the producer paid for the certificate, the producer may receive a credit against its 
production tax liability for the full amount of the credit, but for not more than the amount 
for which the certificate is issued. A production tax credit allowed under this section may 
not be applied more than once.

(i) For a production tax credit under this section,

(1) the amount of the credit that may be applied against the production tax for each 
calendar year may not exceed the total production tax liability under AS 43.55.011 (e) or 
(f) of the taxpayer applying the credit for the same calendar year; and

(2) an amount of the production tax credit that is greater than the total tax liability 

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375100!27]/doc/{@17509}? (9 of 28) [2/11/2008 11:32:43 AM]



DOC Frame Page

under AS 43.55.011 (e) or (f) of the taxpayer applying the credit for a calendar year may 
be carried forward and applied against the taxpayer's production tax liability under AS 
43.55.011(e) or (f) in one or more immediately following calendar years.

(j) Notwithstanding any other provision of this title, of AS 31.05, or of AS 
40.25.100 , the department shall provide to the Department of Natural Resources 
information submitted with a claim under this section to support the eligibility of an 
exploration expenditure, including seismic exploration data and well data, and any 
information described in (f)(2) of this section received by the department.

(k) In this section,

(1) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(2) "Cook Inlet prospect" means a location within the Cook Inlet sedimentary basin, 
as that term is defined by regulation adopted to implement AS 38.05.180 (f)(4);

(3) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

Sec. 43.55.028. Oil and gas tax credit fund established; cash purchases of tax credit 
certificates.

(a) The oil and gas tax credit fund is established as a separate fund of the state. The 
purpose of the fund is to purchase certain transferable tax credit certificates issued under 
AS 43.55.023 and certain production tax credit certificates issued under AS 43.55.025 .

(b) The oil and gas tax credit fund consists of

(1) money appropriated to the fund, including any appropriation of the percentage 
provided under (c) of this section of all revenue from taxes levied by AS 43.55.011 that is 
not required to be deposited in the constitutional budget reserve fund established in art. 
IX, sec. 17(a), Constitution of the State of Alaska; and

(2) earnings on the fund.

(c) The applicable percentage for a fiscal year under (b)(1) of this section is 
determined with reference to the average price or value forecast by the department for 
Alaska North Slope oil sold or otherwise disposed of on the United States West Coast 
during the fiscal year for which the appropriation of revenue from taxes levied by AS 
43.55.011 is made. If that forecast is

(1) $60 a barrel or higher, the applicable percentage is 10 percent;
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(2) less than $60 a barrel, the applicable percentage is 15 percent.

(d) The department shall manage the fund.

(e) The department, on the written application of the person to whom a transferable 
tax credit certificate has been issued under AS 43.55.023(d) or a production tax credit 
certificate has been issued under AS 43.55.025 (f), may use available money in the oil 
and gas tax credit fund to purchase, in whole or in part, the certificate if the department 
finds that

(1) the calendar year of the purchase is not earlier than the first calendar year for 
which the credit shown on the certificate would otherwise be allowed to be applied 
against a tax;

(2) within 24 months after applying for the transferable tax credit certificate or filing 
a claim for the production tax credit certificate, the applicant incurred a qualified capital 
expenditure or was the successful bidder on a bid submitted for a lease on state land under 
AS 38.05.180 (f);

(3) the amount expended for the purchase would not exceed the total of qualified 
capital expenditures and successful bids described in (2) of this subsection that have not 
been the subject of a finding made under this paragraph for purposes of a previous 
purchase of a certificate;

(4) the applicant does not have an outstanding liability to the state for unpaid 
delinquent taxes under this title;

(5) the applicant's total tax liability under AS 43.55.011 (e), after application of all 
available tax credits, for the calendar year in which the application is made is zero;

(6) the applicant's average daily production of oil and gas taxable under AS 
43.55.011 (e) during the calendar year preceding the calendar year in which the 
application is made was not more than 50,000 BTU equivalent barrels; and

(7) the purchase is consistent with this section and regulations adopted under this 
section.

(f) Money in the fund remaining at the end of a fiscal year does not lapse and 
remains available for expenditure in successive fiscal years.

(g) The department may adopt regulations to carry out the purposes of this section, 
including standards and procedures to allocate available money among applications for 
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purchases the total amount of which exceeds the amount of available money in the fund.

(h) Nothing in this section creates a dedicated fund.

(i) In this section, "qualified capital expenditure" has the meaning given in AS 
43.55.023 .

Sec. 43.55.030. Filing of statements.

(a) A producer that produces oil or gas from a lease or property in the state during a 
calendar year, whether or not any tax payment is due under AS 43.55.020 (a) for that oil 
or gas, shall file with the department on March 31 of the following year a statement, 
under oath, in a form prescribed by the department, giving, with other information 
required, the following:

(1) a description of each lease or property from which oil or gas was produced, by 
name, legal description, lease number, or accounting codes assigned by the department;

(2) the names of the producer and, if different, the person paying the tax, if any;

(3) the gross amount of oil and the gross amount of gas produced from each lease or 
property, and the percentage of the gross amount of oil and gas owned by the producer;

(4) the gross value at the point of production of the oil and of the gas produced from 
each lease or property owned by the producer and the costs of transportation of the oil and 
gas;

(5) the name of the first purchaser and the price received for the oil and for the gas, 
unless relieved from this requirement in whole or in part by the department;

(6) the producer's qualified capital expenditures, as defined in AS 43.55.023, other 
lease expenditures under AS 43.55.165 , and adjustments or other payments or credits 
under AS 43.55.170 ;

(7) the production tax values of the oil and gas under AS 43.55.160 ;

(8) any claims for tax credits to be applied; and

(9) calculations showing the amounts, if any, that were or are due under AS 
43.55.020 (a) and interest on any underpayment or overpayment.

(b) [Repealed, Sec. 11 ch 101 SLA 1972].
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(c) [Repealed, Sec. 11 ch 101 SLA 1972].

(d) Reports required under this section are delinquent the first day following the day 
the report is due. The person required to file the report is liable for a penalty, as 
determined by the department under standards adopted in regulation by the department, of 
not more than $1,000 for each day the person fails to file the report at the time required. 
The penalty is in addition to the penalties in AS 43.05.220 and 43.05.290 and is assessed, 
collected, and paid in the same manner as a tax deficiency under this title. In this 
subsection, "report" includes a statement.

(e) An explorer or producer that incurs a lease expenditure under AS 43.55.165 or 
receives a payment or credit under AS 43.55.170 during a calendar year but does not 
produce oil or gas from a lease or property in the state during the calendar year shall file 
with the department on March 31 of the following year a statement, under oath, in a form 
prescribed by the department, giving, with other information required, the following:

(1) the producer's qualified capital expenditures, as defined in AS 43.55.023, other 
lease expenditures under AS 43.55.165 , and adjustments or other payments or credits 
under AS 43.55.170 ; and

(2) if the explorer or producer receives a payment or credit under AS 43.55.170, 
calculations showing whether the explorer or producer is liable for a tax under AS 
43.55.160 (d) or 43.55.170(b) and, if so, the amount.

(f) The department may require a producer, an explorer, or an operator of a lease or 
property to file monthly reports, as applicable, of

(1) the amounts and gross value at the point of production of oil and gas produced;

(2) transportation costs of the oil and gas;

(3) any unscheduled interruption of, or reduction in the rate of, oil or gas production;

(4) lease expenditures and adjustments under AS 43.55.165 and 43.55.170;

(5) joint interest billings;

(6) contracts for the sale or transportation of oil or gas;

(7) information and calculations used in determining monthly installment payments 
of estimated tax under AS 43.55.020 (a); and
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(8) other records and information the department considers necessary for the 
administration of this chapter.

Sec. 43.55.040. Powers of Department of Revenue.

Except as provided in AS 43.05.405 - 43.05.499, the department may

(1) require a person engaged in production and the agent or employee of the person, 
and the purchaser of oil or gas, or the owner of a royalty interest in oil or gas to furnish, 
whether by the filing of regular statements or reports or otherwise, additional information 
that is considered by the department as necessary to compute the amount of the tax; 
notwithstanding any contrary provision of law, the disclosure of additional information 
under this paragraph to the producer obligated to pay the tax does not violate AS 
40.25.100 (a) or AS 43.05.230(a); before disclosing information under this paragraph that 
is otherwise required to be held confidential under AS 40.25.100 (a) or AS 43.05.230 (a), 
the department shall

(A) provide the person that furnished the information a reasonable opportunity to be 
heard regarding the proposed disclosure and the conditions to be imposed under (B) of 
this paragraph; and

(B) impose appropriate conditions limiting

(i) access to the information to those legal counsel, consultants, employees, officers, 
and agents of the producer who have a need to know that information for the purpose of 
determining or contesting the producer's tax obligation; and

(ii) the use of the information to use for that purpose;

(2) examine the books, records, and files of the person;

(3) conduct hearings and compel the attendance of witnesses and the production of 
books, records, and papers of any person;

(4) make an investigation or hold an inquiry that is considered necessary to a 
disclosure of the facts as to

(A) the amount of production from any oil or gas location, or of a company or other 
producer of oil or gas; and

(B) the rendition of the oil and gas for taxing purposes;
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(5) require a producer, an explorer, or an operator of a lease or property to file 
reports and copies of records that the department considers necessary to forecast state 
revenue under this chapter; in the case of reports and copies of records relating to 
proposed, expected, or approved unit expenditures for a unit for which one or more 
working interest owners other than the operator have authority to approve unit 
expenditures, the required reports and copies of records are limited to those reports or 
copies of records that constitute or disclose communications between the operator and the 
working interest owners relating to unit budget matters;

(6) require a producer that has an average total production in the state of more than 
100,000 barrels a day for a calendar year to report the gross value at the point of 
production of the producer's taxable oil and gas in the state for a calendar year and the 
total amount of lease expenditures in the state for that calendar year; and

(7) assess against a person required under this section to file a report, statement, or 
other document a penalty, as determined by the department under standards adopted in 
regulation by the department, of not more than $1,000 for each day the person fails to file 
the report, statement, or other document after notice by the department; the penalty is in 
addition to any penalties under AS 43.05.220 and 43.05.290 and is assessed, collected, 
and paid in the same manner as a tax deficiency under this title; the penalty shall bear 
interest at the rate specified under AS 43.05.225 (1).

Sec. 43.55.050. Incorrect returns.

The department may determine whether or not a return required by this chapter to be filed 
with it is correct. If a person makes an untrue or incorrect return of the gross production 
or the value of it, or fails or refuses to make a return, the department shall, under 
regulations adopted by it, determine the correct amount of gross production or the value 
of it, and compute the tax.

Sec. 43.55.060. Delinquency.

When the tax provided for in this chapter becomes delinquent, it bears interest as 
provided in AS 43.05.225 (1). If any person fails to make a report required by this 
chapter, within the time prescribed by law for the report, the department shall examine the 
books, records and files of the person to determine the amount and value of the 
production to compute the tax, and the department shall add to the tax the cost of the 
examination, together with any penalties accrued.

Sec. 43.55.070. Lien for tax. [Repealed, Sec. 4 ch 94 SLA 1976. For current law, see AS 
43.10.035 ].

Repealed or Renumbered
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Sec. 43.55.075. Limitation on assessment and amended returns.

(a) Except as provided in AS 43.05.260 (c), the amount of a tax imposed by this 
chapter must be assessed within six years after the return was filed.

(b) A decision of a regulatory agency, court, or other body with authority to resolve 
disputes that results in a retroactive change to a lease expenditure, to an adjustment to a 
lease expenditure, to costs of transportation, to sale price, to prevailing value, or to 
consideration of quality differentials relating to the commingling of oils has a 
corresponding effect, either an increase or decrease, as applicable, on the production tax 
value of oil or gas or the amount or availability of a tax credit as determined under this 
chapter. For purposes of this section, a change to a lease expenditure includes a change in 
the categorization of a lease expenditure as a qualified capital expenditure or as not a 
qualified capital expenditure. The producer shall

(1) within 60 days after the change, notify the department in writing; and

(2) within 120 days after the change, file amended returns covering all periods 
affected by the change, unless the department agrees otherwise or a stay is in place that 
affects the filing or payment, regardless of the pendency of appeals of the decision.

(c) If an alteration in or modification of a producer's federal income tax return or a 
recomputation of the producer's federal income tax or determination of deficiency occurs 
that affects the amount of a tax imposed on the producer under this chapter, the producer 
shall

(1) within 60 days after the final determination of the alteration, modification, 
recomputation, or deficiency, notify the department in writing; and

(2) within 120 days after the final determination of the alteration, modification, 
recomputation, or deficiency, file amended returns covering all affected periods.

(d) In this section,

(1) "qualified capital expenditure" has the meaning given in AS 43.55.023;

(2) "return" includes a report, a statement, and an amended return, report, or 
statement.

Sec. 43.55.080. Collection and deposit of revenue.

Except as otherwise provided under art. IX, sec. 17, Constitution of the State of Alaska, 
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the department shall deposit in the general fund the money collected by it under AS 
43.55.011 - 43.55.180.

Sec. 43.55.090. Refunds.

In case of overpayment, duplicate payment or payment made in error, the department may 
refund the amount of the overpayment under AS 43.10.210.

Sec. 43.55.100. Acceptance of deductions. [Repealed, Sec. 15 ch 101 SLA 1972].

Repealed or Renumbered

Sec. 43.55.110. Administration.

(a) The department may adopt regulations for the purpose of making and filing 
reports required by this chapter and otherwise necessary to the enforcement of this 
chapter.

(b) The department may require a sufficient bond from every person charged with 
the making and filing of reports and the payment of the tax. The bond shall run to the 
state and shall be conditioned upon the making and filing of reports as required by law, 
upon compliance with the regulations of the department, and for the prompt payment, by 
the principal on the bond, of all taxes due the state by virtue of this chapter.

(c) If reports required have not been filed, or are insufficient to furnish the 
information required by the department, the department shall institute, in the name of the 
state upon relation of the department, the necessary action or proceedings to enjoin the 
person from continuing operations until the reports are filed.

(d) Upon showing that the state is in danger of losing its claims or the property is 
being mismanaged, dissipated or concealed, a receiver shall be appointed at the suit of the 
state.

(e) The department may require that returns, statements, reports, notifications, and 
applications filed under this chapter be filed electronically in a form and manner 
approved or prescribed by the department.

(f) The department may require that payments required under this chapter be made 
electronically in a form and manner approved or prescribed by the department.

(g) Notwithstanding AS 44.62, the department may issue, for the information and 
guidance of producers, explorers, and other interested persons, advisory bulletins stating 
the department's interpretation of provisions of this chapter and of regulations adopted 
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under this chapter. Unless otherwise provided by the department by regulation, 
interpretations stated in the advisory bulletins are not binding on the department or others.

(h) Subject to legislative appropriation, the department may compensate a person 
who provides information to the department about noncompliance with the provisions of 
this chapter by an explorer or a producer of oil or gas if that information leads to the 
collection of additional taxes, penalties, or interest from the producer. The amount of 
compensation under this subsection may not exceed the lesser of $500,000 or 10 percent 
of the additional tax, penalty, or interest collected as a result of the information. A state 
employee or an agent of the state is not eligible for compensation under this subsection.

(i) A person who, under (h) of this section, provides, in bad faith, to the department 
erroneous information about noncompliance with the provisions of this chapter by an 
explorer or producer of oil or gas shall pay to the

(1) department all expenses related to the department's investigation of the alleged 
noncompliance; and

(2) explorer or producer about whom the noncompliance was alleged all expenses 
that are incurred by the explorer or producer relating to the department's investigation of 
the alleged noncompliance.

Sec. 43.55.120. - 43.55.130l Noncompliance and false reports. [Repealed, Sec. 46 ch 113 
SLA 1980. For criminal penalties, see AS 43.05.290].

Repealed or Renumbered

Sec. 43.55.135. Measurement.

For the purposes of AS 43.55.011 - 43.55.180, except as otherwise provided, oil is 
measured in terms of a "barrel of oil" and gas is measured in terms of a "cubic foot of 
gas."

Sec. 43.55.140. [Renumbered as AS 43.55.900 ].

Repealed or Renumbered

Sec. 43.55.150. Determination of gross value at the point of production.

(a) For the purposes of AS 43.55.011 - 43.55.180, the gross value at the point of 
production is calculated using the actual costs of transportation of the oil or gas, except 
when the
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(1) shipper of oil or gas is affiliated with the transportation carrier or with a person 
that owns an interest in the transportation facility;

(2) contract for the transportation of oil or gas is not an arm's length transaction; or

(3) method or terms of transportation of oil or gas are not reasonable in view of 
existing alternative transportation options.

(b) If the department finds that a condition in (a)(1), (2), or (3) of this section is 
present, the gross value at the point of production is calculated using the actual costs of 
transportation, or the reasonable costs of transportation as determined under this 
subsection, whichever is lower. The department shall determine the reasonable costs of 
transportation, using the fair market value of like transportation, the fair market value of 
equally efficient and available alternative modes of transportation, or other reasonable 
methods. Transportation costs fixed by tariff rates that have been adjudicated as just and 
reasonable by the Regulatory Commission of Alaska or another regulatory agency and 
transportation costs in an arm's length transaction paid by parties not affiliated with an 
owner of the method of transportation shall be considered prima facie reasonable.

(c) In determining the gross value of oil under this section, the department may not 
allow as reasonable costs of transportation

(1) the amount of loss of or damage to, or of expense incurred due to the loss of or 
damage to, a vessel used to transport oil if the loss, damage, or expense is incurred in 
connection with a catastrophic oil discharge from the vessel into the marine or inland 
waters of the state;

(2) the incremental costs of transportation of the oil that are attributable to 
temporary use of or chartered or substituted service provided by another vessel due to the 
loss of or damage to a vessel regularly used to transport oil and that are incurred in 
connection with a catastrophic oil discharge into the marine or inland waters of the state; 
and

(3) the costs incurred to charter, contract, or hire vessels and equipment used to 
contain or clean up a catastrophic oil discharge.

Sec. 43.55.160. Determination of production tax value of oil and gas.

(a) Except as provided in (b) of this section, for the purposes of

(1) AS 43.55.011 (e), the annual production tax value of the taxable

(A) oil and gas produced during a calendar year from leases or properties in the state 
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that include land north of 68 degrees North latitude is the gross value at the point of 
production of the oil and gas taxable under AS 43.55.011 (e) and produced by the 
producer from those leases or properties, less the producer's lease expenditures under AS 
43.55.165 for the calendar year applicable to the oil and gas produced by the producer 
from those leases or properties, as adjusted under AS 43.55.170 ; this subparagraph does 
not apply to gas subject to AS 43.55.011 (o);

(B) oil and gas produced during a calendar year from leases or properties in the state 
outside the Cook Inlet sedimentary basin, no part of which is north of 68 degrees North 
latitude, is the gross value at the point of production of the oil and gas taxable under AS 
43.55.011(e) and produced by the producer from those leases or properties, less the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
oil and gas produced by the producer from those leases or properties, as adjusted under 
AS 43.55.170; this subparagraph does not apply to gas subject to AS 43.55.011(o);

(C) oil produced during a calendar year from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the oil taxable under AS 
43.55.011 (e) and produced by the producer from that lease or property, less the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
oil produced by the producer from that lease or property, as adjusted under AS 43.55.170 ;

(D) gas produced during a calendar year from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the gas taxable under 
AS 43.55.011 (e) and produced by the producer from that lease or property, less the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
gas produced by the producer from that lease or property, as adjusted under AS 
43.55.170 ;

(E) gas produced during a calendar year from a lease or property outside the Cook 
Inlet sedimentary basin and used in the state is the gross value at the point of production 
of that gas taxable under AS 43.55.011(e) and produced by the producer from that lease 
or property, less the producer's lease expenditures under AS 43.55.165 for the calendar 
year applicable to that gas produced by the producer from that lease or property, as 
adjusted under AS 43.55.170 ;

(2) AS 43.55.011 (g), the monthly production tax value of the taxable

(A) oil and gas produced during a month from leases or properties in the state that 
include land north of 68 degrees North latitude is the gross value at the point of 
production of the oil and gas taxable under AS 43.55.011 (e) and produced by the 
producer from those leases or properties, less 1/12 of the producer's lease expenditures 
under AS 43.55.165 for the calendar year applicable to the oil and gas produced by the 
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producer from those leases or properties, as adjusted under AS 43.55.170; this 
subparagraph does not apply to gas subject to AS 43.55.011(o);

(B) oil and gas produced during a month from leases or properties in the state 
outside the Cook Inlet sedimentary basin, no part of which is north of 68 degrees North 
latitude, is the gross value at the point of production of the oil and gas taxable under AS 
43.55.011 (e) and produced by the producer from those leases or properties, less 1/12 of 
the producer's lease expenditures under AS 43.55.165 for the calendar year applicable to 
the oil and gas produced by the producer from those leases or properties, as adjusted 
under AS 43.55.170 ; this subparagraph does not apply to gas subject to AS 43.55.011 (o);

(C) oil produced during a month from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the oil taxable under AS 
43.55.011 (e) and produced by the producer from that lease or property, less 1/12 of the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
oil produced by the producer from that lease or property, as adjusted under AS 43.55.170 ;

(D) gas produced during a month from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the gas taxable under 
AS 43.55.011 (e) and produced by the producer from that lease or property, less 1/12 of 
the producer's lease expenditures under AS 43.55.165 for the calendar year applicable to 
the gas produced by the producer from that lease or property, as adjusted under AS 
43.55.170 ;

(E) gas produced during a month from a lease or property outside the Cook Inlet 
sedimentary basin and used in the state is the gross value at the point of production of that 
gas taxable under AS 43.55.011 (e) and produced by the producer from that lease or 
property, less 1/12 of the producer's lease expenditures under AS 43.55.165 for the 
calendar year applicable to that gas produced by the producer from that lease or property, 
as adjusted under AS 43.55.170 .

(b) A production tax value calculated under this section may not be less than zero.

(c) Notwithstanding any contrary provision of AS 43.55.150 , for purposes of 
calculating a monthly production tax value under (a)(2) of this section, the gross value at 
the point of production of the oil and gas is calculated under regulations adopted by the 
department that provide for using an appropriate monthly share of the producer's costs of 
transportation for the calendar year.

(d) Irrespective of whether a producer produces taxable oil or gas during a calendar 
year or month, the producer is considered to have generated a positive production tax 
value if a calculation described in (a) of this section yields a positive number because the 
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producer's adjusted lease expenditures for a calendar year under AS 43.55.165 and 
43.55.170 are less than zero as a result of the producer's receiving a payment or credit 
under AS 43.55.170 . An explorer that has taken a tax credit under AS 43.55.023 (b) or 
that has obtained a transferable tax credit certificate under AS 43.55.023 (d) for the 
amount of a tax credit under AS 43.55.023 (b) is considered a producer, subject to the tax 
levied under AS 43.55.011 (e), to the extent that the explorer generates a positive 
production tax value as the result of the explorer's receiving a payment or credit under AS 
43.55.170 .

(e) Any adjusted lease expenditures under AS 43.55.165 and 43.55.170 that would 
otherwise be deductible by a producer in a calendar year but whose deduction would 
cause an annual production tax value calculated under (a)(1) of this section of taxable oil 
or gas produced during the calendar year to be less than zero may be used to establish a 
carried-forward annual loss under AS 43.55.023 (b). However, the department shall 
provide by regulation a method to ensure that, for a period for which a producer's tax 
liability is limited by AS 43.55.011(j), (k), or (o), any adjusted lease expenditures under 
AS 43.55.165 and 43.55.170 that would otherwise be deductible by a producer for that 
period but whose deduction would cause a production tax value calculated under (a)(1)
(C), (D), or (E) of this section to be less than zero are accounted for as though the 
adjusted lease expenditures had first been used as deductions in calculating the production 
tax values of oil or gas subject to any of the limitations under AS 43.55.011 (j), (k), or (o) 
that have positive production tax values so as to reduce the tax liability calculated without 
regard to the limitation to the maximum amount provided for under the applicable 
provision of AS 43.55.011 (j), (k), or (o). Only the amount of those adjusted lease 
expenditures remaining after the accounting provided for under this subsection may be 
used to establish a carried-forward annual loss under AS 43.55.023 (b). In this subsection, 
"producer" includes "explorer."

Sec. 43.55.165. Lease expenditures.

(a) Except as provided in (j) and (k) of this section, for purposes of this chapter, a 
producer's lease expenditures for a calendar year are

(1) costs, other than items listed in (e) of this section, that are

(A) incurred by the producer during the calendar year after March 31, 2006, to 
explore for, develop, or produce oil or gas deposits located within the producer's leases or 
properties in the state or, in the case of land in which the producer does not own an 
operating right, operating interest, or working interest, to explore for oil or gas deposits 
within other land in the state; and

(B) allowed by the department by regulation, based on the department's 
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determination that the costs satisfy the following three requirements:

(i) the costs must be incurred upstream of the point of production of oil and gas;

(ii) the costs must be ordinary and necessary costs of exploring for, developing, or 
producing, as applicable, oil or gas deposits; and

(iii) the costs must be direct costs of exploring for, developing, or producing, as 
applicable, oil or gas deposits; and

(2) a reasonable allowance for that calendar year, as determined under regulations 
adopted by the department, for overhead expenses that are directly related to exploring 
for, developing, or producing, as applicable, the oil or gas deposits.

(b) For purposes of (a) of this section,

(1) direct costs include

(A) an expenditure, when incurred, to acquire an item if the acquisition cost is 
otherwise a direct cost, notwithstanding that the expenditure may be required to be 
capitalized rather than treated as an expense for financial accounting or federal income 
tax purposes;

(B) payments of or in lieu of property taxes, sales and use taxes, motor fuel taxes, 
and excise taxes;

(2) an activity does not need to be physically located on, near, or within the 
premises of the lease or property within which an oil or gas deposit being explored for, 
developed, or produced is located in order for the cost of the activity to be a cost upstream 
of the point of production of the oil or gas;

(3) in determining whether costs are lease expenditures, the department may 
consider, among other factors, the

(A) typical industry practices and standards in the state that determine the costs, 
other than items listed in (e) of this section, that an operator is allowed to bill a producer 
that is not the operator, under unit operating agreements or similar operating agreements 
that were in effect before December 2, 2005, and were subject to negotiation with at least 
one producer with substantial bargaining power, other than the operator; and

(B) standards adopted by the Department of Natural Resources that determine the 
costs, other than items listed in (e) of this section, that a lessee is allowed to deduct from 
revenue in calculating net profits under a lease issued under AS 38.05.180 (f)(3)(B), (D), 
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or (E).

(c) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(d) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(e) For purposes of this section, lease expenditures do not include

(1) depreciation, depletion, or amortization;

(2) oil or gas royalty payments, production payments, lease profit shares, or other 
payments or distributions of a share of oil or gas production, profit, or revenue, except 
that a producer's lease expenditures applicable to oil and gas produced from a lease issued 
under AS 38.05.180 (f)(3)(B), (D), or (E) include the share of net profit paid to the state 
under that lease;

(3) taxes based on or measured by net income;

(4) interest or other financing charges or costs of raising equity or debt capital;

(5) acquisition costs for a lease or property or exploration license;

(6) costs arising from fraud, wilful misconduct, gross negligence, violation of law, 
or failure to comply with an obligation under a lease, permit, or license issued by the state 
or federal government;

(7) fines or penalties imposed by law;

(8) costs of arbitration, litigation, or other dispute resolution activities that involve 
the state or concern the rights or obligations among owners of interests in, or rights to 
production from, one or more leases or properties or a unit;

(9) costs incurred in organizing a partnership, joint venture, or other business entity 
or arrangement;

(10) amounts paid to indemnify the state; the exclusion provided by this paragraph 
does not apply to the costs of obtaining insurance or a surety bond from a third-party 
insurer or surety;

(11) surcharges levied under AS 43.55.201 or 43.55.300;

(12) an expenditure otherwise deductible under (b) of this section that is a result of 
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an internal transfer, a transaction with an affiliate, or a transaction between related parties, 
or is otherwise not an arm's length transaction, unless the producer establishes to the 
satisfaction of the department that the amount of the expenditure does not exceed the fair 
market value of the expenditure;

(13) an expenditure incurred to purchase an interest in any corporation, partnership, 
limited liability company, business trust, or any other business entity, whether or not the 
transaction is treated as an asset sale for federal income tax purposes;

(14) a tax levied under AS 43.55.011 ;

(15) costs incurred for dismantlement, removal, surrender, or abandonment of a 
facility, pipeline, well pad, platform, or other structure, or for the restoration of a lease, 
field, unit, area, tract of land, body of water, or right-of-way in conjunction with 
dismantlement, removal, surrender, or abandonment; a cost is not excluded under this 
paragraph if the dismantlement, removal, surrender, or abandonment for which the cost is 
incurred is undertaken for the purpose of replacing, renovating, or improving the facility, 
pipeline, well pad, platform, or other structure;

(16) costs incurred for containment, control, cleanup, or removal in connection with 
any unpermitted release of oil or a hazardous substance and any liability for damages 
imposed on the producer or explorer for that unpermitted release; this paragraph does not 
apply to the cost of developing and maintaining an oil discharge prevention and 
contingency plan under AS 46.04.030 ;

(17) costs incurred to satisfy a work commitment under an exploration license under 
AS 38.05.132 ;

(18) that portion of expenditures, that would otherwise be qualified capital 
expenditures, as defined in AS 43.55.023 , incurred during a calendar year that are less 
than the product of $0.30 multiplied by the total taxable production from each lease or 
property, in BTU equivalent barrels, during that calendar year, except that, when a 
portion of a calendar year is subject to this provision, the expenditures and volumes shall 
be prorated within that calendar year;

(19) costs incurred for repair, replacement, or deferred maintenance of a facility, a 
pipeline, a structure, or equipment, other than a well, that results in or is undertaken in 
response to a failure, problem, or event that results in an unscheduled interruption of, or 
reduction in the rate of, oil or gas production; or costs incurred for repair, replacement, or 
deferred maintenance of a facility, a pipeline, a structure, or equipment, other than a well, 
that is undertaken in response to, or is otherwise associated with, an unpermitted release 
of a hazardous substance or of gas; however, costs under this paragraph that would 
otherwise constitute lease expenditures under (a) and (b) of this section may be treated as 
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lease expenditures if the department determines that the repair or replacement is solely 
necessitated by an act of war, by an unanticipated grave natural disaster or other natural 
phenomenon of an exceptional, inevitable, and irresistible character, the effects of which 
could not have been prevented or avoided by the exercise of due care or foresight, or by 
an intentional or negligent act or omission of a third party, other than a party or its agents 
in privity of contract with, or employed by, the producer or an operator acting for the 
producer, but only if the producer or operator, as applicable, exercised due care in 
operating and maintaining the facility, pipeline, structure, or equipment, and took 
reasonable precautions against the act or omission of the third party and against the 
consequences of the act or omission; in this paragraph,

(A) "costs incurred for repair, replacement, or deferred maintenance of a facility, a 
pipeline, a structure, or equipment" includes costs to dismantle and remove the facility, 
pipeline, structure, or equipment that is being replaced;

(B) "hazardous substance" has the meaning given in AS 46.03.826 ;

(C) "replacement" includes renovation or improvement;

(20) costs incurred to construct, acquire, or operate a refinery or crude oil topping 
plant, regardless of whether the products of the refinery or topping plant are used in oil or 
gas exploration, development, or production operations; however, if a producer owns a 
refinery or crude oil topping plant that is located on or near the premises of the producer's 
lease or property in the state and that processes the producer's oil produced from that 
lease or property into a product that the producer uses in the operation of the lease or 
property in drilling for or producing oil or gas, the producer's lease expenditures include 
the amount calculated by subtracting from the fair market value of the product used the 
prevailing value, as determined under AS 43.55.020 (f), of the oil that is processed;

(21) costs of lobbying, public relations, public relations advertising, or policy 
advocacy.

(f) For purposes of AS 43.55.023 (a) and (b) and only as to expenditures incurred to 
explore for an oil or gas deposit located within land in which an explorer does not own a 
working interest, the term "producer" in this section includes "explorer."

(g) The department shall specify or approve a reasonable allocation method for 
determining the portion of a cost that is appropriately treated as a lease expenditure under 
this section if a cost that would otherwise constitute a lease expenditure under this section 
is incurred to explore for, develop, or produce

(1) both an oil or gas deposit located within land outside the state and an oil or gas 
deposit located within a lease or property, or other land, in the state; or
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(2) an oil or gas deposit located partly within land outside the state and partly within 
a lease or property, or other land, in the state.

(h) The department shall adopt regulations that provide for reasonable methods of 
allocating costs between oil and gas, between gas subject to AS 43.55.011 (o) and other 
gas, and between leases or properties in those circumstances where an allocation of costs 
is required to determine lease expenditures that are costs of exploring for, developing, or 
producing oil deposits or costs of exploring for, developing, or producing gas deposits, or 
that are costs of exploring for, developing, or producing oil or gas deposits located within 
different leases or properties.

(i) The department may adopt regulations that establish additional standards 
necessary to carrying out the purposes of this section and AS 43.55.170 , including the 
incorporation of the concepts of 26 U.S.C. 482 (Internal Revenue Code), as amended, the 
related or accompanying regulations of that provision, and any ruling or guidance issued 
by the United States Internal Revenue Service that relates to that provision.

(j) For purposes of AS 43.55.160 , for a calendar year after 2006 and before 2010, a 
producer's total lease expenditures, before adjustment under AS 43.55.170 , that are 
applicable to oil and gas produced by the producer from all leases or properties from 
which 1,000,000,000 BTU equivalent barrels of oil or gas have been cumulatively 
produced by the close of 2006 and from which the average daily oil and gas production 
during 2006 exceeded 100,000 BTU equivalent barrels as the unit boundaries were 
defined on January 1, 2007, are determined under this subsection and (k) of this section. 
Except as otherwise provided under (k) of this section, the producer's total lease 
expenditures, other than qualified capital expenditures, (1) for calendar year 2007, are 
equal to the product of 1.37 multiplied by the total lease expenditures for calendar year 
2006, other than qualified capital expenditures, that are applicable to oil and gas produced 
by the producer from all leases or properties within the unit, as reported on the producer's 
statement under AS 43.55.030 (a) for calendar year 2006, and (2) for a calendar year after 
2007, are equal to the product of 1.03 multiplied by the total lease expenditures, other 
than qualified capital expenditures, determined for the previous calendar year under this 
subsection. The producer's total lease expenditures for a calendar year after 2006 that are 
applicable to oil and gas produced by the producer from all leases or properties within a 
unit subject to this subsection are the sum of the producer's qualified capital expenditures 
incurred during the calendar year that are applicable to that oil and gas plus the lease 
expenditures, other than qualified capital expenditures, that are applicable to that oil and 
gas as determined under this subsection and (k) of this section. If a producer whose lease 
expenditures for 2006 are used to determine lease expenditures for a later calendar year 
under this subsection transfers an interest in an affected lease or property to a different 
producer or if the unit area of the applicable unit is changed from the area as it existed on 
December 31, 2006, the transferee's lease expenditures applicable to oil and gas produced 
by the transferee from the lease or property and a producer's lease expenditures applicable 
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to oil or gas produced from a lease or property within a unit area as it existed on 
December 31, 2006, continue to be determined under this subsection using those 2006 
lease expenditures. In this subsection, "qualified capital expenditures" has the meaning 
given in AS 43.55.023 .

(k) If, after audit by the department of a producer's statement or amended statement 
under AS 43.55.030 (a) for calendar year 2006, the department finally determines that the 
reported amount of total lease expenditures, other than qualified capital expenditures, for 
calendar year 2006 applicable to oil and gas produced by the producer from all leases or 
properties within a unit subject to (j) of this section exceeds by more than 10 percent the 
actual amount of those lease expenditures, other than qualified capital expenditures, the 
producer or transferee, as applicable, shall (1) substitute the actual amount of those lease 
expenditures, other than qualified capital expenditures, for purposes of the calculations 
set out in (j) of this section, and (2) file amended statements for affected past tax periods 
within 60 days after the final determination. The commissioner may adjust the deduction 
applicable under (j) of this section on changes in unit boundaries.

(l) For purposes of this section,

(1) "explore" includes conducting geological or geophysical exploration, including 
drilling a stratigraphic test well;

(2) "ordinary and necessary" has the meaning given in 26 U.S.C. 162 (Internal 
Revenue Code), as amended, and regulations adopted under that section;

(3) "stratigraphic test well" means a well drilled for the sole purpose of obtaining 
geological information to aid in exploring for an oil or gas deposit and the target zones of 
which are located in the state.

 
 
Title 43. REVENUE AND TAXATION 
Chapter 43.55. OIL AND GAS PRODUCTION TAX AND OIL SURCHARGE 
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Sec. 43.50.760. Determination of cost.

(a) In determining actual cost to the wholesaler or retailer, a court shall consider as 
establishing the cost evidence tending to show that a wholesaler or retailer complained 
against under a provision of AS 43.50.710 - 43.50.849 purchased the cigarettes involved 
in the complaint at a fictitious price, or upon terms, in a manner, or under invoices, in a 
manner that conceals the true cost, discounts, or terms of purchase. The court shall also 
consider evidence of the normal, customary, and prevailing terms and discounts in 
connection with other sales of a similar nature in the state.

(b) The presumptive actual cost of cigarettes as determined by the department under 
AS 43.50.800 is considered competent evidence in a court action or proceeding as tending 
to prove actual cost to the wholesaler or retailer complained against. A party against 
whom the presumptive actual cost as determined by the department is introduced in 
evidence has the right to offer evidence tending to prove any inaccuracy of the 
presumptive actual cost or any statement of facts that would impair its probative value.

Sec. 43.50.770. Determination of cost of cigarettes purchased outside of ordinary 
channels of trade.

In establishing the actual cost of cigarettes to a wholesaler or retailer, the invoice cost of 
cigarettes purchased at a forced, bankrupt, or closeout sale, or other sale outside the 
ordinary channels of trade may not be used.

Sec. 43.50.780. Injunction.

(a) The department or a person injured by a violation or who would suffer from any 
threatened violation of AS 43.50.710 - 43.50.849 may maintain an action to prevent, 
restrain, or enjoin the violation or threatened violation. If, in the action, a violation or 
threatened violation of AS 43.50.710 - 43.50.849 is established, the court may enjoin and 
restrain or otherwise prohibit the violation or threatened violation, and the court shall 
assess the costs of reasonable attorney fees against the defendant. In the action, it is not 
necessary that actual damages to the plaintiff be alleged or proved, but, if actual damages 
are alleged and proved, the plaintiff, in addition to injunctive relief and costs, including 
reasonable attorney fees, may recover actual damages.

(b) If injunctive relief is not requested or required, a person injured by a violation of 
AS 43.50.710 - 43.50.849 may maintain an action for damages in the appropriate court.

Sec. 43.50.790. Administration of AS 43.50.710 - 43.50.849.
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(a) The department

(1) shall administer AS 43.50.710 - 43.50.849;

(2) may adopt regulations relating to the administration and enforcement of AS 
43.50.710 - 43.50.849;

(3) may determine the actual cost of cigarettes to a wholesaler or retailer as provided 
in AS 43.50.800 ;

(4) may, after reasonable notice and hearing, revoke or suspend a license issued 
under AS 43.50.010 or 43.50.035 to a person who refuses or neglects to comply with a 
provision of AS 43.50.710 - 43.50.849.

(b) The Department of Commerce, Community, and Economic Development may, 
after reasonable notice and hearing, revoke or suspend a license issued under AS 
43.70.075 to a person who refuses or neglects to comply with a provision of AS 
43.50.710 - 43.50.849.

Sec. 43.50.800. Presumptions applicable to determination of cost.

(a) The presumptive actual cost of cigarettes to a wholesaler is, for purposes of AS 
43.50.710 - 43.50.849, the presumptive wholesale cost as calculated by the department 
plus an amount equal to four and one-half percent of the presumptive wholesale cost to 
account for business costs. For purposes of this section, the presumptive wholesale cost is 
the manufacturer's list price, less trade discounts, plus the full face value of all cigarette 
taxes.

(b) The presumptive actual cost of cigarettes to a retailer is, for purposes of AS 
43.50.710 - 43.50.849, the presumptive actual cost of cigarettes to the wholesaler as 
calculated by the department under (a) of this section, plus an amount equal to six percent 
of the presumptive actual cost of cigarettes to the wholesaler to account for business costs.

(c) A wholesaler or retailer that wishes to advertise, offer to sell, or sell cigarettes at 
less than the presumptive actual cost to the wholesaler or retailer as calculated under (a) 
or (b) of this section must first obtain approval from the department. The department may 
grant approval only if the wholesaler or retailer provides proof satisfactory to the 
department that the wholesaler's or retailer's actual cost is lower than presumed. Approval 
for cigarette sales at less than the presumptive actual cost as determined under (a) or (b) 
of this section may not be granted for a period longer than one year. In reviewing proof of 
actual wholesale or retail cost, the department may consider the costs reflected on the 
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actual invoice, but may not consider cash discounts. In reviewing proof of actual costs, 
the department may consider the standards and methods of accounting regularly 
employed, and must include labor costs, rent, depreciation, selling costs, maintenance of 
equipment, delivery costs, all types of licenses, taxes, insurance, advertising, preopening 
expenses, provision for impaired assets and closing costs, interest expenses, and provision 
for merger and restructuring expenses. The department shall adopt regulations to 
determine the actual costs for the wholesaler and retailer for the purposes of AS 
43.50.710 - 43.50.849.

Sec. 43.50.845. Short title for AS 43.50.710 - 43.50.849.

AS 43.50.710 - 43.50.849 may be known as the Unfair Cigarette Sales Tax Act.

Sec. 43.50.849. Definitions.

In AS 43.50.710 - 43.50.849,

(1) [Repealed, Sec. 43 ch 1 FSSLA 2004]. 

(2) "cigarette" has the meaning given in AS 43.50.170 ;

(3) "department" means the Department of Revenue;

(4) "direct-buying retailer" has the meaning given in AS 43.50.170 ;

(5) "person" has the meaning given in AS 43.50.170 ;

(6) [Repealed, Sec. 43 ch 1 FSSLA 2004]. 

(7) [Repealed, Sec. 43 ch 1 FSSLA 2004]. 

(8) "retailer" has the meaning given in AS 43.50.170 and includes a person licensed 
or required to be licensed as a direct-buying retailer under this chapter and a person who 
holds or is required to hold a license endorsement under AS 43.70.075 ;

(9) "sale" has the meaning given in AS 43.50.170 ;

(10) "sell at retail," "sale at retail," or "retail sales" means a sale for consumption or 
use made in the ordinary course of trade or usual conduct of the seller's business;

(11) "sell at wholesale," "sale at wholesale," or "wholesale sales" means a sale made 
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in the ordinary course of trade or usual conduct by a wholesaler to a retailer for the 
purpose of resale;

(12) "trade discount" means a price reduction that is offered by a cigarette 
manufacturer on the date of sale, is reflected on the invoice as a deduction from the 
manufacturer's list price, and is fully earned and determinable on the date of sale;

(13) "wholesaler" means a person licensed or required to be licensed under AS 
43.50.010 or AS 43.50.035 and who sells cigarettes to a retailer for the purpose of resale.

Chapter 43.52. TRANSPORTATION TAXES

Article 01. VEHICLE RENTAL TAXES

Sec. 43.52.010. Levy of passenger vehicle rental tax.

There is imposed an excise tax on the charge for the lease or rental of a passenger vehicle 
in this state if the lease or rental of the passenger vehicle does not exceed a period of 90 
consecutive days.

Sec. 43.52.020. Rate of passenger vehicle rental tax.

The rate of the tax levied in AS 43.52.010 is 10 percent of the total fees and costs charged 
for the lease or rental of the passenger vehicle.

Sec. 43.52.030. Levy of recreational vehicle rental tax.

There is imposed an excise tax on the charge for the lease or rental of a recreational 
vehicle in this state if the lease or rental of the recreational vehicle does not exceed a 
period of 90 consecutive days.

Sec. 43.52.040. Rate of recreational vehicle rental tax.

The rate of the tax levied in AS 43.52.030 is three percent of the total fees and costs 
charged for the lease or rental of the recreational vehicle.

Sec. 43.52.050. Liability for payment of vehicle rental taxes.

(a) The taxes imposed by AS 43.52.010 - 43.52.099 shall be collected and paid to 
the department

(1) by the person who provides the leased or rented vehicle; and
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(2) in the manner and at the times required by the department by regulation.

(b) The tax shall be stated as a separate item on the lease or rental contract or other 
document invoicing payment.

Sec. 43.52.060. Applicability of the tax.

The provisions of AS 43.52.010 - 43.52.099 apply to a passenger or recreational vehicle 
whether or not the vehicle is registered and licensed in this state.

Sec. 43.52.070. Relationship to municipal levies.

The taxes imposed by AS 43.52.010 - 43.52.099 are in addition to taxes that may be 
imposed on vehicle rentals by a municipality under AS 29.45.

Sec. 43.52.080. Administration of tax.

(a) The department shall administer the taxes imposed by this chapter and may 
adopt necessary regulations.

(b) The proceeds of the vehicle rental taxes imposed by AS 43.52.010 - 43.52.099 
shall be deposited into a special vehicle rental tax account in the general fund.

(c) The legislature may appropriate the actual balance of the vehicle rental tax 
account for tourism development and marketing. This section is not intended to create a 
dedicated fund.

Sec. 43.52.090. Exemption.

The tax imposed in AS 43.52.010 - 43.52.099 does not apply to leases or rentals for 
official use to federal, state, or local government agencies or employees.

Sec. 43.52.099. Definitions.

In AS 43.52.010 - 43.52.099,

(1) "fees and costs" means all charges incurred by the renter before the tax imposed 
under AS 43.52.010 - 43.52.099 except

(A) fees from the sale of automobile liability insurance, loss damage waiver 
insurance, and personal accident insurance;
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(B) parking tickets;

(C) sales or excise taxes;

(D) payment for damages to the vehicle during the rental period;

(E) concession fees paid to an airport;

(F) customer facility charges set by the commissioner of transportation and public 
facilities under AS 02.15.090 ; and

(G) customer facility maintenance charges set by the commissioner of transportation 
and public facilities under AS 02.15.090 ;

(2) "passenger vehicle" means a motor vehicle as defined in AS 28.90.990 that is 
driven or moved on a highway or other public right-of-way in the state, but does not 
include

(A) a commercial motor vehicle as that term is defined in AS 28.90.990;

(B) emergency or fire equipment that is necessary to the preservation of life or 
property;

(C) a farm vehicle that is controlled and operated by a farmer, used to transport 
agricultural products, farm machinery, or farm supplies to or from that farmer's farm, not 
used in the operations of a common or contract motor carrier, and used within 150 miles 
of the farmer's farm;

(D) a recreational vehicle;

(E) a taxicab;

(F) a rental truck; in this subparagraph, "rental truck" means a motor vehicle with a 
gross vehicle weight rating greater than 8,500 pounds that is designed, used, or 
maintained primarily for the transportation of personal property; or

(G) a vehicle provided by an automobile dealer to a customer as replacement 
transportation during warranty, recall, or service contract repairs if the dealer does not 
receive compensation from the customer;

(3) "recreational vehicle" means
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(A) a motor vehicle or trailer for recreational dwelling purposes;

(B) a motor home or other vehicle with a motor home body style;

(C) a one-piece camper vehicle; and

(D) any other self-propelled vehicle with living quarters;

(4) "tax" means the excise tax levied under AS 43.52.010 - 43.52.099 on the charge 
made for the rental of a passenger or recreational vehicle;

(5) "vehicle" means a device in, upon, or by which a person or property may be 
transported or drawn upon or immediately over a highway or vehicular way or area; 
"vehicle" does not include

(A) devices used exclusively upon stationary rails or tracks;

(B) mobile homes; or

(C) watercraft.

Article 02. EXCISE TAX ON TRAVEL ABOARD COMMERCIAL PASSENGER 
VESSELS

 
 
Title 43. REVENUE AND TAXATION 
Chapter 43.50. TOBACCO TAXES AND SALES 
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When answers 
are critical to what 
you do, and hard 
data defines your 
work, you 
need 
immediate, 
consistent access 
to that information
—you need a 
Folio VIEWS infobase.

●     What is an Infobase? 
●     How to search 

an Infobase
●     Infobases In Action
●     Folio Infobase Solutions

What is an Infobase?

An infobase is a single-file electronic repository for large 
volumes of dynamic reference information that is primarily free-
format or semi-structured and not well suited for traditional 
databases. An infobase is to free-formatted information what a 
database is to structured data. 

Infobases store text and multimedia information which is highly 
compressed, full-text indexed, and multi-user editable. In addition 
to instantaneous searching, infobases provide real-time 
information updating, sophisticated hypertext linking, topical 
grouping, and automatically generated tables of contents. 

Placing information into a Folio infobase actually adds value to 
that information. Because every word in an infobase is 
automatically indexed , any piece of information can be found in 
an instant using the infobase's powerful search engine. Folio 
infobases are platform-independent—any infobase can be 
simultaneously accessed by people using Windows, DOS or 
Macintosh machines across a LAN, WAN, a CD ROM . . .and 
with Folio's siteDirector™ , even across the Internet.

Using Folio infobases, workgroups can access and adapt 
information in ways that make it more valuable to them. 
Corporations, workgroups and individual users all benefit from 
Folio's unique ability to index and retrieve information rapidly, 
store and display multimedia objects, link information together, 
update information on-the-fly and present a variety of contexts in 
which to view large collections of information.

So go ahead. Put your information—your documents, manuals, 
reports, guides, lists, tables, tips, memos, and just about anything 
and everything else—into an infobase. Once it's there, everything 
you need to know, you'll find . . . right there, in your infobase.

Folio Infobase Technical Details

Dynamic, Scalable Storage. A record-based format composed of 
idea-sized information chunks—each with a unique ID. These 
chunks form the basis for the dynamic updating and multi-user 
access and editing that infobases provide.

Virtually Unlimited Capacity. The infobase architecture is 
based on a virtual file system that allows for extremely large 
infobases—up to 16 TB.

Underhead Technology. Folio Corporation's proprietary 
Underhead Technology compresses the source text and its 
associated index into an infobase that is up to 50% smaller than 
the original source file.
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Collaborative Editing. Multi-user record locking allows 
infobases to be searched, browsed, edited, and updated by many 
people simultaneously.

Powerfully Simple Navigation. Infobase levels and a dynamic 
Table of Contents support browsing, searching, and range 
searching.

Fast, Flexible Searching. Full-text indexing with all contents 
automatically indexed and compressed the instant the information 
is added to the infobase.

Multimedia Interface Support. Multimedia object support 
which allows graphics, audio, video, and other objects to be 
stored either in the infobase itself or linked to the infobase as an 
external file.

Cross-Platform Compatibility. Folio infobases provide true 
cross-platform support, enabling users on DOS, Windows, and 
Macintosh platforms to simultaneously access and annotate the 
same infobase.

Real-Time Updating. Instant updating for infobase additions/
deletions/modifications, with changes available immediately for 
searches by other users.

User Personalization. Shadow file modifications including user 
annotations, personalization (sticky notes, bookmarks, etc) 
without affecting master file integrity. Shadow files also survive 
updates to the original file.

Robust Security Features. Seventeen security options can be set 
for users, user groups and guests with password protection to 
prevent unauthorized access or adaptation of infobase files.

How to search an Infobase

Press the Query button to display the search dialog box. Using the 
syntax in the table below, enter the information you are looking 
for and press the search button. 

Folio Infobase Query Syntax

Operator or Scope Examples

And one two     one & two     one and 
two

Or me | you     me or you
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Not ^him     not him     her^him

Exclusive Or (XOR) apples~oranges     apples xor 
oranges

Phrase "to be or not"     "fourscore and 
seven"

Single Character Wildcard wom?n     g??b?r
Multiple Character 
Wildcard work*     h*t*

Ordered Proximity "united states of america"/10
Unordered Proximity "uncle sams army"@7
Stem (Word Form) run%     great%
Thesaurus (Synonym) flying$     alteration$
In Fields [field weapon: knife gun (club|bat)]

Infobases In Action

The Michie Company Law Publishers: 
Commercial Publishing on CD ROM

Walk into a law library and you'll find hundreds of books filled 
with "the law"--court decisions, federal and state statutes, 
treatises, handbooks, looseleaf binders. Doing research for an 
important court case can take hours, even days. So the Michie 
Company created Michie's Law on Disc (TM), the first CD ROM 
product using Folio VIEWS®. 

Now, using Folio® infobases, legal researchers can query entire 
libraries in minutes--with results that are far more accurate, 
comprehensive, and less time-consuming than manual book 
research.

"Folio VIEWS provided the answers we needed for getting Law 
on Disc off the ground. Four years later, Folio infobases make all 
of our CD ROM products user-friendly and powerfully effective. 
Our developers love Folio VIEWS, our customers write fan letters 
about it, and we don't think there's a better way to access 
information than Folio VIEWS. Quote me." 

Andy Wyszkowski 
VP/Director of Electronic Publishing 
The Michie Company Law Publishers 

Powersoft Corporation:  
CD ROM Technical Support

When you're supporting a complex product, you need to give 
your users every tool you possibly can to support their 
development efforts. That means information--a lot of it. Too 
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much to put in the box. So Powersoft sends this vast bulk of 
necessary information out as Folio VIEWS infobases, on a CD 
ROM. 

Thin and light-weight, the CD ROM goes in every package—
providing users with all the information they need, in a way that 
makes it easier to find and use. So easy, in fact, that Powersoft's 
own support reps use the infobases, too--fast, easy access to the 
information in the infobases allows them to handle 37% more 
calls, drop 33% on the time spent on each call, and save an hour a 
day in research. "Getting information out to customers using 
Folio Infobases is very competitive. By including the Powersoft 
Infobase CD ROM in every PowerBuilder Desktop package, it's 
like providing an on-site technical support engineer."

Paul Barron 
Manager of Call Center Information & Technologies 
Powersoft Corporation 

Unocal Corporation: 
Infobases as Dynamic Information Pools

Some companies use infobases to form corporate-wide 
information pools. Unocal, a company that develops and produces 
energy resources, is using infobase technology to transfer their 
technology around the world. Some of their infobases include a 
corporate phone & organizational directory, a list of joint industry 
abstracts, patent portfolio and patent filing, chemical inventory, 
management and safety procedures manual, software licensing 
quarterly reviews, drilling production newsletters, corrosion 
bulletins, DOT codes, a telecommunications glossary, and a bank 
of technical memos.

"Our biggest challenge is to get our technical information out to 
the field both quickly and easily. Folio Infobase Technology 
makes that possible."

Fred Dearman 
Senior Applied Scientist 
Unocal Corporation

Aetna Life & Casualty:  
Saving Millions of Dollars of Printing Costs Annually

Aetna put their property/casualty underwriting documentation in 
a series of infobases that they can update instantly and get out to 
their networked employees. Putting their manuals into infobases 
allowed Aetna to jettison 85 million bound pages. Now their 
employees can answer questions in seconds instead of days--
every time, for every one that asks.

"Folio permits us to index by every word in the document and 
search on that basis. And the search response time is so fast that 
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you could go through 100,000 pages in about five seconds."

Bill Hayhurst 
Assistant VP, Insurance Department Affairs 
Aetna  

Nintendo: 
Infobases Improve the Quality of Customer Service

With more than 3,000 games to support, Nintendo of America 
couldn't expect every one of its phone support operators to know 
the answers to every challenging hurdle the players of their games 
would get into. So they put all the answers (including video 
windows of the games themselves) into Folio VIEWS infobases. 
With a few quick keystrokes, operators can get even the most 
advanced Nintendo game players out of the stickiest situations, 
from every level of every game they produce--even if the 
operators have never played the game they're supporting!

"Used to be, operators could only really answer questions about 
the games they had played themselves. Now operators can answer 
questions on games they haven't even played. It's increased 
response incredibly."

Geoff Rainville 
Manager, Gameplay Consumer Services 
Nintendo 

Chemicals and Plastics Company, Inc. (Union Carbide):  
Infobases Provide Timely Access to Business-Critical 
Information

Government regulations come out every Federal workday in the 
Federal Register. Some are important enough that not complying 
with them could shut a company down. But Union Carbide keeps 
compliant every day, using Folio VIEWS infobases. The 
company gets the Register by modem every day and imports it 
into an infobase. Union Carbide's regulation experts then use the 
infobase to identify the regulations that pertain to the company's 
operations and provide additional comments. Using the infobases 
to receive, interpret, and distribute the regulations, Union Carbide 
can get the government's rules and the company's guidance out to 
field managers every day.

"Before the infobases, the people who needed the new regulations 
just couldn't get them in hand. The Register was routed like 
regular mail and shared from person to person. It could take 
weeks or even months to get it out to field managers. Now, we get 
the Register by modem every day and have it imported into an 
infobase by eight o'clock each evening. Since the infobase is on 
the network, everyone has immediate access to it."

Gary Whipple 
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Assistant Director of Environmental Affairs, Health, and Safety, 
Union Carbide 

Folio Infobase Solutions

Hundreds of successful companies are using Folio infobases as 
part of a complete solution for compiling, accessing, and adapting 
electronic reference information. The mini-case studies detailed 
above are only a few of the ways that cutting-edge organizations 
are adopting Folio Infobase Technology within their organization.

At the Folio Corporation Web Site, you'll find additional 
information—in the form of technical whitepapers and detailed 
case studies—that detail how infobases are used by a wide variety 
of organizations in a multitude of markets.

Find out more about Folio Infobases 

© Copyright 1995, Folio Corporation, All rights reserved 
Comments to Webmaster@Folio.Com 

http://www.legis.state.ak.us/Infobase.htm (6 of 6) [2/11/2008 11:32:58 AM]

http://www.folio.com/
http://www.folio.com/html/copyrite.htm
http://www.folio.com/
mailto:webmaster@folio.com


DOC Frame Page

 

Contents 

 

Next 

 

Previous  
 
 

 

Query 

 

Next Hit 

 

Prev. Hit  
 
 

 

Home 

 

How to Query 

 

Sec. 43.52.200. Levy of excise tax on overnight accommodations on commercial 
passenger vessels.

There is imposed an excise tax on travel on commercial passenger vessels providing 
overnight accommodations in the state's marine water.

Sec. 43.52.210. Rate of tax.

The tax imposed by AS 43.52.200 - 43.52.295 is levied at a rate of $46 a passenger per 
voyage.

Sec. 43.52.220. Liability for payment of tax.

A passenger traveling on a commercial passenger vessel providing overnight 
accommodations in state marine water is liable for the tax imposed by AS 43.52.200 - 
43.52.295. The tax shall be collected and is due and payable to the department

(1) by the person who provides travel aboard a commercial vessel for which the tax 
is payable; and

(2) in the manner and at the times required by the department by regulation.

Sec. 43.52.230. Disposition of receipts.

(a) The proceeds from the tax on travel on commercial passenger vessels providing 
overnight accommodations in the state's marine water shall be deposited in a special 
"commercial vessel passenger tax account" in the general fund. The legislature may 
appropriate money from this account for the purposes described in (b) and (c) of this 
section, for state-owned port and harbor facilities, other services to properly provide for 
vessel or watercraft visits, to enhance the safety and efficiency of interstate and foreign 
commerce, and such other lawful purposes as determined by the legislature.

(b) For each voyage of a commercial passenger vessel providing overnight 
accommodations, the commissioner shall identify the first five ports of call in the state 
and the number of passengers on board the vessel at each port of call. Subject to 
appropriation by the legislature, the commissioner shall distribute to each port of call $5 
per passenger of the tax revenue collected from the tax levied under AS 43.52.200 - 
43.52.295. If the port of call is a city located within a borough not otherwise unified with 
the borough, the commissioner shall, subject to appropriation by the legislature, distribute 
$2.50 per passenger to the city and $2.50 to the borough. Each port of call receiving funds 
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under this section shall use the funds in a manner calculated to improve port and harbor 
facilities and other services to properly provide for vessel or watercraft visits and to 
enhance the safety and efficiency of interstate and foreign commerce.

(c) A "regional cruise ship impact fund" consisting of 25 percent of the proceeds 
from the tax on travel aboard commercial passenger vessels providing overnight 
accommodations in the state's marine water shall be established as a sub-account of the 
funds established in (a) of this section and deposited in the general fund. Subject to 
appropriation by the legislature and regulations adopted by the Department of Revenue, 
the commissioner shall distribute funds to municipalities or other governmental entities 
within the Prince William Sound Region, Southeast Alaska, or any other distinctive 
region impacted by cruise ship related tourism activities but not entitled to receive funds 
based on port of call visitation as allowed by (b) of this section, provided that any funds 
used from this account shall be used to provide services and infrastructure directly related 
to passenger vessel or watercraft visits or to enhance the safety and efficiency of interstate 
and foreign commerce related to vessel or watercraft activities.

Sec. 43.52.240. Administration.

(a) The department shall

(1) administer AS 43.52.200 - 43.52.295; and

(2) collect, supervise, and enforce the collection of taxes due under AS 43.52.200 - 
43.52.295 and penalties as provided in AS 43.05.

(b) The department may adopt regulations necessary for the administration of AS 
43.52.200 - 43.52.295.

Sec. 43.52.250. Local levies.

Any municipality, whether home rule or general law, that receives passenger ship fee 
funds under AS 43.52.200 - 43.52.295 may not impose an additional form of tax on travel 
on commercial passenger vessels engaged in activities involving overnight 
accommodations for passengers in state marine waters. Any form of tax on travel on 
commercial passenger vessels engaged in activities involving overnight accommodations 
for passengers in state marine waters enacted by a municipality, whether home rule or 
general law, before December 17, 2006, shall expire one year after enactment of this law 
if that municipality elects to receive funds under AS 43.52.200 - 43.52.295.

Sec. 43.52.295. Definitions.

In AS 43.52.200 - 43.52.295,
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(1) "commercial passenger vessel" means a boat or vessel that is used in the 
common carriage of passengers in commerce; "commercial passenger vessel" does not 
include

(A) vessels with fewer than 250 berths or other overnight accommodations for 
passengers;

(B) noncommercial vessels, warships, and vessels operated by the state, the United 
States, or a foreign government;

(2) "marine water of the state" and "state marine water" have the meaning given to 
"waters" in AS 46.03.900 , except that they include only marine waters;

(3) "passenger" means a person whom a common carrier has contracted to carry 
from one place to another;

(4) "voyage" means any trip or itinerary lasting more than 72 hours.

Chapter 43.55. OIL AND GAS PRODUCTION TAX AND OIL SURCHARGE

Article 01. OIL AND GAS PRODUCTION TAX

Sec. 43.55.010. Gross production tax. [Repealed, Sec. 9 ch 136 SLA 1977].

Repealed or Renumbered

Sec. 43.55.011. Oil and gas production tax.

(a) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(b) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(c) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(d) [Repealed, Sec. 18 ch 116 SLA 1981]. 

(e) There is levied on the producer of oil or gas a tax for all oil and gas produced 
each calendar year from each lease or property in the state, less any oil and gas the 
ownership or right to which is exempt from taxation or constitutes a landowner's royalty 
interest. Except as otherwise provided under (f), (j), (k), and (o) of this section, the tax is 
equal to the sum of
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(1) the annual production tax value of the taxable oil and gas as calculated under AS 
43.55.160 (a)(1) multiplied by 25 percent; and

(2) the sum, over all months of the calendar year, of the tax amounts determined 
under (g) of this section.

(f) The levy of tax under this section for oil and gas produced north of 68 degrees 
North latitude, other than oil and gas production subject to (i) of this section and gas 
subject to (o) of this section, may not be less than

(1) four percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is more than $25;

(2) three percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is over $20 but not over $25;

(3) two percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is over $17.50 but not over $20;

(4) one percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is over $15 but not over $17.50; or

(5) zero percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is $15 or less.

(g) For each month of the calendar year for which the producer's average monthly 
production tax value under AS 43.55.160 (a)(2) per BTU equivalent barrel of the taxable 
oil and gas is more than $30, the amount of tax for purposes of (e)(2) of this section is 
determined by multiplying the monthly production tax value of the taxable oil and gas 
produced during the month by the tax rate calculated as follows:

(1) if the producer's average monthly production tax value per BTU equivalent 
barrel of the taxable oil and gas for the month is not more than $92.50, the tax rate is 0.4 
percent multiplied by the number that represents the difference between that average 
monthly production tax value per BTU equivalent barrel and $30; or

(2) if the producer's average monthly production tax value per BTU equivalent 
barrel of the taxable oil and gas for the month is more than $92.50, the tax rate is the sum 
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of 25 percent and the product of 0.1 percent multiplied by the number that represents the 
difference between the average monthly production tax value per BTU equivalent barrel 
and $92.50, except that the sum determined under this paragraph may not exceed 50 
percent.

(h) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(i) There is levied on the producer of oil or gas a tax for all oil and gas produced 
each calendar year from each lease or property in the state the ownership or right to which 
constitutes a landowner's royalty interest, except for oil and gas the ownership or right to 
which is exempt from taxation. The provisions of this subsection apply to a landowner's 
royalty interest as follows:

(1) the tax levied for oil is equal to five percent of the gross value at the point of 
production of the oil;

(2) the tax levied for gas is equal to 1.667 percent of the gross value at the point of 
production of the gas;

(3) if the department determines that, for purposes of reducing the producer's tax 
liability under (1) or (2) of this subsection, the producer has received or will receive 
consideration from the royalty owner offsetting all or a part of the producer's royalty 
obligation, other than a deduction under AS 43.55.020 (d) of the amount of a tax paid, 
then, notwithstanding (1) and (2) of this subsection, the tax is equal to 25 percent of the 
gross value at the point of production of the oil and gas.

(j) For a calendar year before 2022, the tax levied by (e) of this section for gas 
produced from a lease or property in the Cook Inlet sedimentary basin may not exceed

(1) for a lease or property that first commenced commercial production of gas before 
April 1, 2006, the product obtained by multiplying (A) the amount of taxable gas 
produced during the calendar year from the lease or property, times (B) the average rate 
of tax that was imposed under this chapter for taxable gas produced from the lease or 
property for the 12-month period ending on March 31, 2006, times (C) the quotient 
obtained by dividing the total gross value at the point of production of the taxable gas 
produced from the lease or property during the 12-month period ending on March 31, 
2006, by the total amount of that gas;

(2) for a lease or property that first commences commercial production of gas after 
March 31, 2006, the product obtained by multiplying (A) the amount of taxable gas 
produced during the calendar year from the lease or property, times (B) the average rate 
of tax that was imposed under this chapter for taxable gas produced from all leases or 
properties in the Cook Inlet sedimentary basin for the 12-month period ending on March 
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31, 2006, times (C) the average prevailing value for gas delivered in the Cook Inlet area 
for the 12-month period ending March 31, 2006, as determined by the department under 
AS 43.55.020 (f).

(k) For a calendar year before 2022, the tax levied by (e) of this section for oil 
produced from a lease or property in the Cook Inlet sedimentary basin may not exceed

(1) for a lease or property that first commenced commercial production of oil before 
April 1, 2006, the product obtained by multiplying (A) the amount of taxable oil 
produced during the calendar year from the lease or property, times (B) the average rate 
of tax that was imposed under this chapter for taxable oil produced from the lease or 
property for the 12-month period ending on March 31, 2006, times (C) the quotient 
obtained by dividing the total gross value at the point of production of the taxable oil 
produced from the lease or property during the 12-month period ending on March 31, 
2006, by the total amount of that oil;

(2) for a lease or property that first commences commercial production of oil after 
March 31, 2006, the product obtained by multiplying (A) the amount of taxable oil 
produced during the calendar year from the lease or property, times (B) the average rate 
of tax that was imposed under this chapter for taxable oil produced from all leases or 
properties in the Cook Inlet sedimentary basin for the 12-month period ending on March 
31, 2006, times (C) the average prevailing value for oil produced and delivered in the 
Cook Inlet area for the 12-month period ending on March 31, 2006, as determined by the 
department under AS 43.55.020 (f).

(l) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(m) Notwithstanding any contrary provision of AS 38.05.180 (i), AS 41.09.010 , AS 
43.55.024 , or 43.55.025, the department shall provide by regulation a method to ensure 
that, for a calendar year for which a producer's tax liability is limited by (j), (k), or (o) of 
this section, tax credits otherwise available under AS 38.05.180 (i), AS 41.09.010, AS 
43.55.024 , or 43.55.025 and allocated to gas subject to the limitations in (j), (k), and (o) 
of this section are accounted for as though the credits had been applied first against a tax 
liability calculated without regard to the limitations under (j), (k), and (o) of this section 
so as to reduce the tax liability to the maximum amount provided for under (j) or (o) of 
this section for the production of gas or (k) of this section for the production of oil. The 
regulation must provide for a reasonable method to allocate tax credits to gas subject to 
(j) and (o) of this section. Only the amount of a tax credit remaining after the accounting 
provided for under this subsection may be used for a later calendar year, transferred to 
another person, or applied against a tax levied on the production of oil or gas not subject 
to (j), (k), or (o) of this section to the extent otherwise allowed.

(n) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 
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(o) Notwithstanding other provisions of this section, for a calendar year before 2022, 
the tax levied under (e) of this section for each 1,000 cubic feet of gas for gas produced 
from a lease or property outside the Cook Inlet sedimentary basin and used in the state 
may not exceed the amount of tax for each 1,000 cubic feet of gas that is determined 
under (j)(2) of this section.

Sec. 43.55.012. Adjustment in tax rates. [Repealed, Sec. 34 ch 2 TSSLA 2006].

Repealed or Renumbered

Sec. 43.55.013. Economic limit factor. [Repealed, Sec. 34 ch 2 TSSLA 2006].

Repealed or Renumbered

Sec. 43.55.015. Tax per barrel of oil. [Repealed, Sec. 9 ch 136 SLA 1977].

Repealed or Renumbered

Sec. 43.55.016. Gas production tax. [Repealed, Sec. 34 ch 2 TSSLA 2006].

Repealed or Renumbered

Sec. 43.55.017. Relation to other taxes.

(a) Except as provided in this chapter, the taxes imposed by this chapter are in place 
of all taxes now imposed by the state or any of its municipalities, and neither the state nor 
a municipality may impose a tax on

(1) producing oil or gas leases;

(2) oil or gas produced or extracted in the state;

(3) the value of intangible drilling and development costs, as described in 26 U.S.C. 
263(c) (Internal Revenue Code), as amended through January 1, 1974.

(b) The taxes imposed by this chapter are in place of all taxes imposed by a 
municipality upon oil or gas in place or nonproducing oil or gas leases or properties.

(c) The taxes imposed by this chapter are not in place of the tax imposed by income 
taxes, franchise taxes, or taxes upon the retail sale of oil or gas products.

Sec. 43.55.018. Credit against tax. [Repealed, Sec. 18 ch 116 SLA 1981].
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4352200!27]/doc/{@17489}? (7 of 12) [2/11/2008 11:33:02 AM]



DOC Frame Page

Repealed or Renumbered

Sec. 43.55.019. Oil or gas producer education credit.

(a) For cash contributions accepted for direct instruction, research, and educational 
support purposes, including library and museum acquisitions, and contributions to 
endowment, by an Alaska university foundation or by a nonprofit, public or private, 
Alaska two-year or four-year college accredited by a regional accreditation association, a 
producer of oil or gas is allowed as a credit against the tax due under this chapter

(1) 50 percent of contributions of not more than $100,000; and

(2) 100 percent of the next $100,000 of contributions.

(b) [Repealed, Sec. 12 ch 71 SLA 1991]. 

(c) Each public college and university shall include in its annual operating budget 
request contributions received and how the contributions were used.

(d) A contribution claimed as a credit under this section may not

(1) be claimed as a credit under another provision of this title; and

(2) when combined with credits taken during the taxpayer's tax year under AS 
21.89.070 , 21.89.075, AS 43.20.014 , AS 43.56.018 , AS 43.65.018, AS 43.75.018 , or 
AS 43.77.045 , exceed $150,000.

(e) The department may, by regulation, establish procedures by which a taxpayer 
may allocate a pro rata share of a credit claimed under this section against monthly tax 
payments made during the tax year.

Sec. 43.55.020. Payment of tax.

(a) For a calendar year, a producer subject to tax under AS 43.55.011(e) - (i) shall 
pay the tax as follows:

(1) an installment payment of the estimated tax levied by AS 43.55.011(e), net of 
any tax credits applied as allowed by law, is due for each month of the calendar year on 
the last day of the following month; except as otherwise provided under (2) of this 
subsection, the amount of the installment payment is the sum of the following amounts, 
less 1/12 of the tax credits that are allowed by law to be applied against the tax levied by 
AS 43.55.011 (e) for the calendar year, but the amount of the installment payment may 
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not be less than zero:

(A) for oil and gas produced from leases or properties in the state outside the Cook 
Inlet sedimentary basin but not subject to AS 43.55.011(o), other than leases or properties 
subject to AS 43.55.011(f), the greater of

(i) zero; or

(ii) the sum of 25 percent and the tax rate calculated for the month under AS 
43.55.011 (g) multiplied by the remainder obtained by subtracting 1/12 of the producer's 
adjusted lease expenditures for the calendar year of production under AS 43.55.165 and 
43.55.170 that are deductible for the leases or properties under AS 43.55.160 from the 
gross value at the point of production of the oil and gas produced from the leases or 
properties during the month for which the installment payment is calculated;

(B) for oil and gas produced from leases or properties subject to AS 43.55.011(f), 
the greatest of

(i) zero;

(ii) zero percent, one percent, two percent, three percent, or four percent, as 
applicable, of the gross value at the point of production of the oil and gas produced from 
all leases or properties during the month for which the installment payment is calculated; 
or

(iii) the sum of 25 percent and the tax rate calculated for the month under AS 
43.55.011 (g) multiplied by the remainder obtained by subtracting 1/12 of the producer's 
adjusted lease expenditures for the calendar year of production under AS 43.55.165 and 
43.55.170 that are deductible for those leases or properties under AS 43.55.160 from the 
gross value at the point of production of the oil and gas produced from those leases or 
properties during the month for which the installment payment is calculated;

(C) for oil and gas produced from each lease or property subject to AS 43.55.011 (j), 
(k), or (o), the greater of

(i) zero; or

(ii) the sum of 25 percent and the tax rate calculated for the month under AS 
43.55.011 (g) multiplied by the remainder obtained by subtracting 1/12 of the producer's 
adjusted lease expenditures for the calendar year of production under AS 43.55.165 and 
43.55.170 that are deductible under AS 43.55.160 for oil or gas, respectively, produced 
from the lease or property from the gross value at the point of production of the oil or gas, 
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respectively, produced from the lease or property during the month for which the 
installment payment is calculated;

(2) an amount calculated under (1)(C) of this subsection for oil or gas produced 
from a lease or property subject to AS 43.55.011 (j), (k), or (o) may not exceed the 
product obtained by carrying out the calculation set out in AS 43.55.011 (j)(1) or (2) or 
43.55.011(o), as applicable, for gas or set out in AS 43.55.011 (k)(1) or (2), as applicable, 
for oil, but substituting in AS 43.55.011 (j)(1)(A) or (2)(A) or 43.55.011(o), as applicable, 
the amount of taxable gas produced during the month for the amount of taxable gas 
produced during the calendar year and substituting in AS 43.55.011 (k)(1)(A) or (2)(A), 
as applicable, the amount of taxable oil produced during the month for the amount of 
taxable oil produced during the calendar year;

(3) an installment payment of the estimated tax levied by AS 43.55.011(i) for each 
lease or property is due for each month of the calendar year on the last day of the 
following month; the amount of the installment payment is the sum of

(A) the applicable tax rate for oil provided under AS 43.55.011 (i), multiplied by the 
gross value at the point of production of the oil taxable under AS 43.55.011 (i) and 
produced from the lease or property during the month; and

(B) the applicable tax rate for gas provided under AS 43.55.011 (i), multiplied by 
the gross value at the point of production of the gas taxable under AS 43.55.011 (i) and 
produced from the lease or property during the month;

(4) any amount of tax levied by AS 43.55.011 (e) or (i), net of any credits applied as 
allowed by law, that exceeds the total of the amounts due as installment payments of 
estimated tax is due on March 31 of the year following the calendar year of production.

(b) The production tax on oil and gas shall be paid to the department by or on behalf 
of the producer.

(c) [Repealed, Sec. 7 ch 101 SLA 1972].

(d) In making settlement with the royalty owner for oil and gas that is taxable under 
AS 43.55.011 , the producer may deduct the amount of the tax paid on taxable royalty oil 
and gas, or may deduct taxable royalty oil or gas equivalent in value at the time the tax 
becomes due to the amount of the tax paid. If the total deductions of installment payments 
of estimated tax for a calendar year exceed the actual tax for that calendar year, the 
producer shall, before April 1 of the following year, refund the excess to the royalty 
owner. Unless otherwise agreed between the producer and the royalty owner, the amount 
of the tax paid under AS 43.55.011 (e) - (g) on taxable royalty oil and gas for a calendar 
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year, other than oil and gas the ownership or right to which constitutes a landowner's 
royalty interest, is considered to be the gross value at the point of production of the 
taxable royalty oil and gas produced during the calendar year multiplied by a figure that is 
a quotient, in which

(1) the numerator is the producer's total tax liability under AS 43.55.011(e) - (g) for 
the calendar year of production; and

(2) the denominator is the total gross value at the point of production of the oil and 
gas taxable under AS 43.55.011 (e) - (g) produced by the producer from all leases and 
properties in the state during the calendar year.

(e) Gas flared, released, or allowed to escape in excess of the amount authorized by 
the Alaska Oil and Gas Conservation Commission is considered, for the purpose of AS 
43.55.011 - 43.55.180, as gas produced from a lease or property. Oil or gas used in the 
operation of a lease or property in the state in drilling for or producing oil or gas, or for 
repressuring, except to the extent determined by the Alaska Oil and Gas Conservation 
Commission to be waste, is not considered, for the purpose of AS 43.55.011 - 43.55.180, 
as oil or gas produced from a lease or property.

(f) If oil or gas is produced but not sold, or if oil or gas is produced and sold under 
circumstances where the sale price does not represent the prevailing value for oil or gas of 
like kind, character, or quality in the field or area from which the product is produced, the 
department may require the tax to be paid upon the basis of the value of oil or gas of the 
same kind, quality, and character prevailing for that field or area during the calendar 
month of production or sale.

(g) Notwithstanding any contrary provision of AS 43.05.225 , an unpaid amount of 
an installment payment required under (a)(1) - (3) of this section that is not paid when due 
bears interest (1) at the rate provided for an underpayment under 26 U.S.C. 6621 (Internal 
Revenue Code), as amended, compounded daily, from the date the installment payment is 
due until March 31 following the calendar year of production, and (2) as provided for a 
delinquent tax under AS 43.05.225 after that March 31. Interest accrued under (1) of this 
subsection that remains unpaid after that March 31 is treated as an addition to tax that 
bears interest under (2) of this subsection. An unpaid amount of tax due under (a)(4) of 
this section that is not paid when due bears interest as provided for a delinquent tax under 
AS 43.05.225 .

(h) Notwithstanding any contrary provision of AS 43.05.280 ,

(1) an overpayment of an installment payment required under (a)(1) - (3) of this 
section bears interest at the rate provided for an overpayment under 26 U.S.C. 6621 
(Internal Revenue Code), as amended, compounded daily, from the later of the date the 
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installment payment is due or the date the overpayment is made, until the earlier of

(A) the date it is refunded or is applied to an underpayment; or

(B) March 31 following the calendar year of production;

(2) except as provided under (1) of this subsection, interest with respect to an 
overpayment is allowed only on any net overpayment of the payments required under (a) 
of this section that remains after the later of March 31 following the calendar year of 
production or the date that the statement required under AS 43.55.030 (a) is filed;

(3) interest is allowed under (2) of this subsection only from a date that is 90 days 
after the later of March 31 following the calendar year of production or the date that the 
statement required under AS 43.55.030(a) is filed; interest is not allowed if the 
overpayment was refunded within the 90-day period;

(4) interest under (2) and (3) of this subsection is paid at the rate and in the manner 
provided in AS 43.05.225 (1).

Sec. 43.55.021. Alaska veterans' memorial endowment fund contribution credit. 
[Repealed, Sec. 25 ch 46 SLA 2002].

Repealed or Renumbered

 
 
Title 43. REVENUE AND TAXATION 
Chapter 43.52. TRANSPORTATION TAXES 
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Sec. 46.03.900. Definitions.

In this chapter

(1) "air contaminant" means dust, fumes, mist, smoke, other particulate matter, 
vapor, gas, odorous substances or a combination of these;

(2) "air pollution" means the presence in the outdoor atmosphere of one or more air 
contaminants in quantities and duration that tend to be injurious to human health or 
welfare, animal or plant life or property or would unreasonably interfere with the 
enjoyment of life or property;

(3) "broadcast chemicals" means chemical substances which are released into the air 
or onto land or water for the purpose of preventing, destroying, repelling, stimulating, or 
retarding plant or animal life, or chemical substances released for meteorological control, 
oil spill control, or fire control;

(4) "commissioner" means the commissioner of environmental conservation;

(5) "compliance agreement" means a mutual understanding and voluntary, 
enforceable agreement on a course of action for a specific set of circumstances entered 
into by the department and a person to control, prevent, or abate air, water, land, or 
subsurface land pollution;

(6) "department" means the Department of Environmental Conservation;

(7) "dispose" has the meaning given "disposal" in 42 U.S.C. 6903(3);

(8) "facility" means any offshore or onshore structure, improvement, vessel, vehicle, 
land, enterprise, or endeavor;

(9) "hazardous waste" means a waste or combination of wastes that because of 
quantity, concentration, or physical, chemical, or infectious characteristics may

(A) cause, or significantly contribute to, an increase in mortality or an increase in 
serious irreversible or incapacitating reversible illness; or

(B) pose a substantial present or potential hazard to human health or the 
environment when improperly managed, treated, stored, transported, or disposed of;
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(10) "hazardous waste reduction" means decreasing, avoiding, or eliminating wastes 
that are hazardous to human health or the environment through source reduction or 
recycling; the term does not include hazardous waste treatment or hazardous waste 
disposal;

(11) "industrial waste" means a liquid, gaseous, solid, or other waste substance or a 
combination of them resulting from process of industry, manufacturing trade or business, 
or from the development of natural resources; however, gravel, sand, mud, or earth taken 
from its original situs and put through sluice boxes, dredges, or other devices for the 
washing and recovery of the precious metal contained in them and redeposited in the 
same watershed from which it came is not industrial waste;

(12) "low level radioactive materials" means a radioactive waste other than

(A) used nuclear reactor fuel;

(B) waste produced during the reprocessing of used nuclear reactor fuel; and

(C) elements having an atomic number greater than 92 and containing 10 or more 
nanocuries per gram;

(13) "manifest" means the form used for identifying the quantity, composition, 
origin, routing, and destination of a hazardous waste when the hazardous waste is 
transported;

(14) "mining waste" means solid waste from the extraction, beneficiation, and 
processing of ores and minerals, including coal, and including phosphate rock and 
overburden from the mining of uranium ore;

(15) "motor vehicle" has the meaning given in AS 28.90.990 ;

(16) "municipal solid waste" means waste material

(A) generated by a household, including a single-family or multi-family residence, 
and collected and disposed of as part of municipal solid waste collection services; or

(B) generated by a commercial, industrial, or institutional entity, to the extent that 
the waste material

(i) is essentially the same as waste normally generated by a household;

(ii) is collected and disposed of with other municipal solid waste as part of normal 
municipal solid waste collection services; and
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(iii) contains a relative quantity of hazardous substances not greater than the relative 
quantity of hazardous substances contained in waste material generated by a typical 
single-family household;

(17) "other wastes" means garbage, refuse, decayed wood, sawdust, shavings, bark, 
trimmings from logging operations, sand, lime cinders, ashes, offal, oil, tar, dyestuffs, 
acids, chemicals, heat from cooling or other operations, and other substances not sewage 
or industrial waste which may cause or tend to cause pollution of the waters of the state;

(18) "person" means any individual, public or private corporation, political 
subdivision, government agency, municipality, industry, copartnership, association, firm, 
trust, estate, or any other entity whatsoever;

(19) "pesticide" means any chemical or biological agent intended for preventing, 
destroying, repelling, or mitigating plant or animal life and any substance intended for use 
as a plant regulator, defoliant or desiccant, including but not limited to insecticides, 
fungicides, rodenticides, herbicides, nematocides, and biocides;

(20) "pollution" means the contamination or altering of waters, land, or subsurface 
land of the state in a manner which creates a nuisance or makes waters, land, or 
subsurface land unclean, or noxious, or impure, or unfit so that they are actually or 
potentially harmful or detrimental or injurious to public health, safety, or welfare, to 
domestic, commercial, industrial, or recreational use, or to livestock, wild animals, bird, 
fish, or other aquatic life;

(21) "resource recovery" means the recovery of materials or energy from solid 
wastes for industrial use, agriculture, heat production, power production, or other 
processes or purposes and includes the reuse of materials or products to conserve natural 
resources;

(22) "restricted-use pesticides" means pesticides that are classified for restricted use 
under 7 U.S.C. 136a(d)(1)(C) (sec. 3(d)(1)(C), Federal Insecticide, Fungicide, and 
Rodenticide Act), as amended;

(23) "service" means a function performed or service provided by the state or by a 
municipality under a duty or power authorized by AS 29 or other provision of law 
authorizing a municipality to perform functions or provide services, or a comparable 
function performed or service provided by a village; "service" includes functions not 
previously performed and services not previously provided;

(24) "sewage" means the water-carried human or animal wastes from residences, 
buildings, industrial establishments, or other places, together with ground water 
infiltration and surface water as may be present; the admixture with sewage of industrial 
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wastes or other wastes is "sewage";

(25) "sewer system" or "sewerage system" means pipelines or conduits, pumping 
stations, and force mains, and all other appurtenant constructions, devices, and appliances 
used for conducting sewage, industrial waste, or other wastes to a point of ultimate 
disposal;

(26) "solid waste" means garbage, refuse, abandoned, or other discarded solid or 
semi-solid material, regardless of whether subject to decomposition, originating from any 
source;

(27) "solid waste disposal facility" means a facility for the discharge, deposit, 
injection, consolidation, or placement of solid waste into or onto the land and includes 
transfer stations and sanitary landfills;

(28) "solid waste processing facility" means a facility for the extraction of materials 
from solid waste, volume reduction, conversion to energy, or other separation and 
preparation of solid waste for reuse or disposal and includes incinerators, shredders, 
balers, and transfer stations;

(29) "standard" means the measure of purity or quality for air, water, and land in 
relation to their reasonable and necessary use as established by the department;

(30) "storage" means the containment of hazardous waste, either on a temporary 
basis or for a period of years, in a manner that does not constitute disposal of the 
hazardous waste;

(31) "subdivision" has the meaning given in AS 40.15.900 ;

(32) "treat" has the meaning given "treatment" in 42 U.S.C. 6903(34);

(33) "treatment works" means a plant, disposal field, lagoon, pumping station, 
constructed drainage ditch or surface water intercepting ditch, incinerator, area devoted to 
sanitary land fills, or other works installed for the purpose of treating, neutralizing, 
stabilizing, or disposing of sewage, industrial waste, or other wastes;

(34) "village" means a place within the unorganized borough or within a borough as 
to a power, function, or service that is not exercised or provided by the borough on an 
areawide or nonareawide basis that

(A) has irrevocably waived, in a form approved by the Department of Law, any 
claim of sovereign immunity that might arise under this chapter; and
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(B) has

(i) a council organized under 25 U.S.C. 476 (sec. 16 of the Indian Reorganization 
Act);

(ii) a traditional village council recognized by the United States as eligible for 
federal aid to Indians; or

(iii) a council recognized by the commissioner of commerce, community, and 
economic development under regulations adopted by the Department of Commerce, 
Community, and Economic Development to determine and give official recognition of 
village entities under AS 44.33.755(b);

(35) "waste associated with the exploration, development, or production of crude oil, 
natural gas, or geothermal energy" means (A) waste, including drilling muds, cuttings, 
hydrocarbons, brine, acid, sand, and emulsions or mixtures of fluids produced from and 
unique to the operation or maintenance of a well, whether naturally occurring or added 
for the operation or productivity of the well; and (B) waste that is derived intrinsically 
from primary field operations; "waste associated with the exploration, development, or 
production of crude oil, natural gas, or geothermal energy" does not include spent 
solvents and oils from equipment maintenance activities, discarded chemical products, or 
fuels;

(36) "waste derived intrinsically from primary field operations" means waste 
produced from a well, and removed

(A) at the drill site; or

(B) at crude oil production facilities by crude oil or wastewater treatment process 
before custody transfer of the crude oil;

(37) "waters" includes lakes, bays, sounds, ponds, impounding reservoirs, springs, 
wells, rivers, streams, creeks, estuaries, marshes, inlets, straits, passages, canals, the 
Pacific Ocean, Gulf of Alaska, Bering Sea, and Arctic Ocean, in the territorial limits of 
the state, and all other bodies of surface or underground water, natural or artificial, public 
or private, inland or coastal, fresh or salt, which are wholly or partially in or bordering the 
state or under the jurisdiction of the state.

Chapter 46.04. OIL AND HAZARDOUS SUBSTANCE POLLUTION CONTROL

Article 01. OIL POLLUTION CONTROL

Sec. 46.04.010. Reimbursement for cleanup expenses.
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The department shall promptly seek reimbursement under AS 46.03.760(d), AS 
46.08.070 , or from an applicable federal fund, for the expenses it incurs in cleaning up or 
containing a discharge of oil. If the department obtains reimbursement for a portion of its 
expenses from a federal fund, the remainder of the expenses incurred may be recovered 
under AS 46.03.760 (d) or AS 46.08.070 . Money received by the department under this 
section shall be deposited in the general fund and credited to

(1) the oil and hazardous substance release response mitigation account established 
under AS 46.08.025 (b); the amount required to be deposited under this paragraph shall 
represent the proportion of the expenses recovered that were originally paid for from the 
oil and hazardous substance release account established under AS 46.08.010(a)(2); or

(2) the oil and hazardous substance release prevention mitigation account 
established under AS 46.08.020 (b); the amount required to be deposited under this 
paragraph is the amount of money recovered that exceeds the amount payable to the 
response mitigation account under (1) of this section.

Sec. 46.04.020. Removal of oil discharges.

(a) A person causing or permitting the discharge of oil shall immediately contain 
and clean up the discharge. The department may waive this requirement

(1) if it determines, in consultation with the United States Coast Guard or the United 
States Environmental Protection Agency, as appropriate, that containment or cleanup is 
technically not feasible; or

(2) if the cleanup or containment activities would result in greater environmental 
damage than the discharge itself.

(b) The containment and cleanup of discharged oil shall be carried out in a manner 
approved by the department. Wastes generated as a result of containment or cleanup 
activities shall be disposed of in a manner approved by the department. The requirement 
of this subsection for approval of containment and cleanup activities does not apply to the 
United States Coast Guard or United States Environmental Protection Agency acting 
under the authority of Sec. 311(c) or (d) of the Clean Water Act.

(c) If the department determines that containment or cleanup activities are not 
adequate, it may direct the person engaged in the activities to cease and may undertake 
the activities itself through contract or its own resources, or both. The department may not 
direct the cessation of containment or cleanup activities undertaken by the United States 
Coast Guard or United States Environmental Protection Agency under Sec. 311 of the 
Clean Water Act. However, the department may undertake, direct, or authorize 
supplemental cleanup or containment efforts.
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(d) The department shall provide for the immediate containment or cleanup of an oil 
discharge of unexplained origin unless

(1) the department determines, in consultation with the United States Coast Guard or 
the United States Environmental Protection Agency that containment or cleanup of the oil 
discharge is technically not feasible; or

(2) the containment or cleanup activities would result in greater environmental 
damage than the discharge itself.

(e) The department shall enter into negotiations for memoranda of understanding or 
cooperative agreements with the United States Coast Guard, the United States 
Environmental Protection Agency, and other persons in order to

(1) facilitate coordinated and effective oil discharge prevention and response in the 
state, including agreements relating to development and enforcement of vessel traffic 
control and monitoring systems for tank vessels and oil barges operating in or near the 
waters of the state;

(2) provide for cooperative review of oil discharge prevention and contingency plans 
submitted to the department under AS 46.04.030 ;

(3) provide for cooperative inspections of oil terminal facilities by the department 
and the United States Coast Guard or United States Environmental Protection Agency; 
and

(4) provide for cooperative oil discharge notification procedures.

(f) In fulfilling its responsibilities under (e) of this section, the department shall 
consult with the governing bodies of municipalities and villages.

(g) In addition to existing obligations under state and federal law, and the provisions 
of the state and federal Trans Alaska Pipeline System right-of-way agreements, the 
common operating agent for the holder and lessees of the right-of-way agreement for the 
trans Alaska pipeline shall (1) immediately contain and clean up a discharge or threatened 
discharge of oil transported by or due to the operation of the Trans Alaska Pipeline 
System or due to related activities, including activities related to a vessel en route to, 
berthed at, or transiting from the Trans Alaska Pipeline System marine terminal or 
traveling on waters within Prince William Sound; and (2) provide services required in a 
response action under contract terms as provided under AS 46.04.030 (q). The obligations 
imposed under this subsection do not affect the response action duties of another person 
or the liability of another person for a discharge or threatened discharge. Upon the request 
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of the person required to respond to a discharge or threatened discharge under this 
subsection, the obligation imposed by this subsection may be transferred to another 
person required by law to respond to the discharge or threatened discharge if the transfer 
is approved by the federal and state on-scene coordinators. In this subsection, "Prince 
William Sound" has the meaning given in AS 46.04.030(q).

(h) A charge, contract term, or financial responsibility requirement imposed by the 
holders and lessees of the right-of-way agreement for the Trans Alaska Pipeline System, 
the holders and lessees' common operating agent, or the agent or representative of either 
the holders and lessees, or their common operating agent, on or for a vessel traveling 
from a marine terminal and related to containing and cleaning up a discharge or 
threatened discharge of oil or the obligations imposed under (g) of this section

(1) must be fair, reasonable, and nondiscriminatory; and

(2) with respect to a financial responsibility requirement in excess of $10,000,000, 
must

(A) not exceed the potential cost of containment and cleanup as provided in the 
applicable contingency plan under AS 46.04.030 that the agent may reasonably be 
expected to incur from a discharge or threatened discharge of oil from that vessel before 
the transfer of cleanup and containment management and control to the responsible party; 
in establishing the financial responsibility requirement, the common operating agent shall 
assume that transfer of management and control will occur at the earliest practicable time 
following the discharge or threat of discharge; and

(B) vary among each vessel in proportion to the volume of oil carried by each vessel 
per voyage from a marine terminal; for purposes of this subparagraph, the volume of oil 
carried by the vessel must be reduced by the percentage of spill reduction credits granted 
that vessel under regulations adopted by the department.

(i) The superior court and, with respect to intrastate voyages, the Regulatory 
Commission of Alaska under AS 42.05.361 - 42.05.431, have concurrent jurisdiction to 
review and enjoin a charge, contract term, or financial responsibility requirement 
described under (h) of this section at the request of a vessel owner, operator, or charterer. 
Except as provided in this subsection, nothing in this section affects the jurisdiction of the 
Regulatory Commission of Alaska.

Sec. 46.04.025. Confidential information.

The department may maintain the confidentiality of a manufacturer's proprietary technical 
information relating to chemical and biological agents used to control or mitigate the 
effects of an oil discharge. The department may refuse to release the information unless 
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the manufacturer authorizes its release or unless a court orders its release. The department 
may provide the information to the Department of Fish and Game and other state and 
federal agencies if the department or other agency requesting the information agrees to 
maintain its confidentiality.

Sec. 46.04.030. Oil discharge prevention and contingency plans.

(a) A person may not cause or permit the operation of an oil terminal facility in the 
state unless an oil discharge prevention and contingency plan for the facility has been 
approved by the department and the person is in compliance with the plan.

(b) A person may not cause or permit the operation of a pipeline or an exploration or 
production facility in the state unless an oil discharge prevention and contingency plan for 
the pipeline or facility has been approved by the department and the person is in 
compliance with the plan.

(c) Except as provided in (n) of this section, a person may not operate a tank vessel 
or an oil barge within the waters of the state, or cause or permit the transfer of oil to or 
from a tank vessel or an oil barge, unless an oil discharge prevention and contingency 
plan for the tank vessel or oil barge has been approved by the department and the person 
is in compliance with the plan.

(d) Upon approval of a contingency plan, the department shall issue to the plan 
holder a certificate stating that the contingency plan has been approved by the 
department. The certificate must include the name of the facility, pipeline, tank vessel, or 
oil barge for which it is issued, the effective date of the contingency plan, and the date by 
which the contingency plan must be submitted for renewal. A contingency plan must be 
submitted for renewal every five years.

(e) The department may attach reasonable terms and conditions to its approval or 
modification of a contingency plan that the department determines are necessary to ensure 
that the applicant for a contingency plan has access to sufficient resources to protect 
environmentally sensitive areas and to contain, clean up, and mitigate potential oil 
discharges from the facility or vessel as provided in (k) of this section, and to ensure that 
the applicant complies with the contingency plan. If a contingency plan submitted to the 
department for approval relies on the services of an oil spill primary response action 
contractor, the department may not approve the contingency plan unless the primary 
response action contractor is registered and approved under AS 46.04.035 . The 
contingency plan must provide for the use by the applicant of the best technology that 
was available at the time the contingency plan was submitted or renewed. The department 
shall identify the prevention and response technologies that are subject to a best available 
technology determination. The department may find that any technology meeting the 
response planning standards in (k) of this section or a prevention performance standard 
established under AS 46.04.070 is the best available technology. The department may 
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prepare findings and maintain a list of those technologies that are considered the best 
available. The department may require an applicant or holder of an approved contingency 
plan to take steps necessary to demonstrate the applicant's or holder's ability to carry out 
the contingency plan, including

(1) periodic training;

(2) response team exercises; and

(3) verifying access to inventories of equipment, supplies, and personnel identified 
as available in the approved contingency plan.

(f) Upon request of a plan holder or on the department's own initiative, the 
department, after notice and opportunity for hearing, may modify its approval of a 
contingency plan if the department determines that a change has occurred in the operation 
of a facility or vessel necessitating an amended or supplemented plan, or the operator's 
discharge experience demonstrates a necessity for modification. The department, after 
notice and opportunity for hearing, may revoke its approval of a contingency plan if the 
department determines that

(1) approval was obtained by fraud or misrepresentation;

(2) the operator does not have access to the quality or quantity of resources 
identified in the plan;

(3) a term or condition of approval or modification has been violated; or

(4) the person is not in compliance with the contingency plan and the deficiency 
materially affects the plan holder's response capability.

(g) Failure of a holder of an approved or modified contingency plan to comply with 
the plan, or to have access to the quality or quantity of resources identified in the plan or 
to respond with those resources within the shortest possible time in the event of a spill is a 
violation of this chapter for purposes of AS 46.03.760 (a), 46.03.765, 46.03.790, and any 
other applicable law. If the holder of an approved or modified contingency plan fails to 
respond to and conduct cleanup operations of an unpermitted discharge of crude oil with 
the quality and quantity of resources identified in the plan and in a manner required under 
the plan, the holder is strictly liable, jointly and severally, for the civil penalty assessed 
under AS 46.03.758 , 46.03.759, or 46.03.760 against any other person for that discharge.

(h) The department is the only state agency that has the power to approve, modify, 
or revoke a contingency plan for the purposes of this section. The department shall 
exercise its power under this section in a timely manner. Except as provided in (i) of this 
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section, it is not a defense to an action brought for a violation of (a) - (c) of this section 
that the person charged believed that a current contingency plan had been approved by the 
department.

(i) It is a defense to an action brought for a violation of (a) - (c) of this section that 
the person charged relied on a certificate of approval issued by the department under (d) 
of this section unless the person knew or had reason to know at the time of the alleged 
violation that approval of the plan had been revoked or that the holder of the plan was not 
capable of carrying out the plan.

(j) Before the department approves or modifies a contingency plan under this 
section, the department shall provide a copy of the contingency plan to the Department of 
Fish and Game and to the Department of Natural Resources for their review. The 
department shall by regulation establish the procedures and time limits applicable to 
agency review of contingency plans.

(k) Except as provided in (m) and (o) of this section, the holder of an approved 
contingency plan required under this section shall maintain, or have available under 
contract, in its region of operation or in another region of operation approved by the 
department, singly or in conjunction with other operators, sufficient oil discharge 
containment, storage, transfer, and cleanup equipment, personnel, and resources to meet 
the following response planning standards:

(1) for a discharge from an oil terminal facility, the plan holder shall plan to be able 
to contain or control, and clean up a discharge equal to the capacity of the largest oil 
storage tank at the facility within 72 hours, except that if the department determines that 
the facility is located in an area of high risk because of natural or man-made conditions 
outside of the facility, it may increase the volume requirement under this paragraph so 
that the contingency plan must be designed for a response that is greater in amount than 
the capacity of the largest oil storage tank at the facility;

(2) for a discharge from an exploration or production facility or a pipeline, the plan 
holder shall plan to be able to contain or control, and clean up the realistic maximum oil 
discharge within 72 hours;

(3) for a discharge of crude oil from a tank vessel or oil barge, the plan holder shall 
plan to be able to contain or control, and clean up a realistic maximum oil discharge as 
provided in (A), (B), and (C) of this paragraph:

(A) for tank vessels and oil barges having a cargo volume of less than 500,000 
barrels, the plan holder shall maintain at a minimum in the region of operation, 
equipment, personnel, and other resources sufficient to contain or control, and clean up a 
50,000 barrel discharge within 72 hours;
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(B) for tank vessels and oil barges having a cargo volume of 500,000 barrels or 
more, the plan holder shall maintain at a minimum in its region of operation, equipment, 
personnel, and other resources sufficient to contain or control, and clean up a 300,000 
barrel discharge within 72 hours;

(C) in addition to the minimum equipment, personnel, and other resources required 
to be maintained within the region of operation by (A) or (B) of this paragraph, a plan 
holder shall maintain, either within or outside of the plan holder's region of operation, 
additional equipment, personnel, and other resources sufficient to contain or control, and 
clean up a realistic maximum discharge within the shortest possible time; the plan holder 
must demonstrate that the equipment, personnel, and other resources maintained outside 
the plan holder's region of operation are accessible to the plan holder and will be 
deployed and operating at the discharge site within 72 hours;

(4) for a discharge from a tank vessel or oil barge carrying noncrude oil in bulk as 
cargo, the plan holder shall plan to be able to contain or control 15 percent of the 
maximum capacity of the vessel or barge or the realistic maximum oil discharge, 
whichever is greater, within 48 hours and clean up the discharge within the shortest 
possible time consistent with minimizing damage to the environment;

(5) for a discharge subject to the provisions of (1) - (3) of this subsection that enters 
a receiving environment other than open water, the time requirement for clean up of the 
portion of the discharge that enters the receiving environment may, in the department's 
discretion, be within the shortest possible time consistent with minimizing damage to the 
environment.

(l) The provisions of (k) of this section do not constitute cleanup standards that must 
be met by the holder of a contingency plan. Notwithstanding (k) of this section, failure to 
remove a discharge within the time periods set out in (k) of this section does not 
constitute failure to comply with a contingency plan for purposes of (g) of this section or 
for the purpose of imposing administrative, civil, or criminal penalties under any other 
law.

(m) When considering whether to approve or modify a contingency plan, the 
department may consider evidence that oil discharge prevention measures such as double 
hulls or double bottoms on vessels or barges, secondary containment systems, hydrostatic 
testing, enhanced vessel traffic systems, or enhanced crew or staffing levels have been 
implemented, and, in its discretion, may make exceptions to the requirements of (k) of 
this section to reflect the reduced risk of oil discharges from the facility, pipeline, vessel, 
or barge for which the plan is submitted or being modified.

(n) A tank vessel or oil barge that is conducting, or is available only for conducting, 
oil discharge response operations is exempt from the requirements of (c) of this section if 
the tank vessel or oil barge has received prior approval of the department. The department 
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may approve exemptions under this subsection upon application and presentation of 
information required by the department.

(o) A holder of an approved contingency plan does not violate the terms of the 
contingency plan by furnishing to another plan holder, with the approval of the 
department, equipment, materials, or personnel to assist the other plan holder in a 
response to an oil discharge. The plan holder shall replace or return the transferred 
equipment, materials, and personnel as soon as feasible. The department shall by 
regulation determine the maximum amount of equipment, materials, or personnel and the 
maximum amount of time for which it will approve a transfer.

(p) [Repealed, Sec. 1 ch 16 SLA 1993]. 

(q) Except as provided in (n) of this section and in order to receive approval from 
the department for an oil discharge prevention and contingency plan submitted under this 
section, the owner, operator, or charterer of a vessel that intends to carry oil that has been 
transported by the Trans Alaska Pipeline System shall obtain by contract the services 
required in a response action from the common operating agent for the holders and 
lessees of the right-of-way agreement for the Trans Alaska Pipeline System. The contract 
must contain the following provisions: (1) the common operating agent, as a primary 
response action contractor shall, unless services required in a response action are 
transferred as provided in (3) of this subsection, provide services required in a response 
action for a discharge or a threatened discharge of oil to the owner, operator, or charterer 
of the vessel while the vessel is berthed at, en route to, or transiting from the Trans 
Alaska Pipeline System marine terminal or traveling on waters within Prince William 
Sound; (2) that its coverage for any particular vessel may not be terminated by the 
common operating agent while that vessel is within Prince William Sound; this provision 
may not be interpreted to limit the department's authority to revoke approval under this 
section for an oil discharge prevention and contingency plan submitted by the owner, 
operator, or charterer of a vessel; and (3) the owner, operator, or charterer of the vessel 
shall accept a transfer of the services required in a response action to a discharge or 
threatened discharge, after receiving not less than 72 hours of advance notice and after the 
transfer has been approved by the federal and state on-scene coordinators. In addition to 
the requirements of this subsection, the department may require individual vessels to 
submit additional contingency plans to cover specific vessel response, prevention 
equipment, and procedures. Nothing in this subsection is intended to preclude the federal 
or state government from assuming management and control of an oil spill response to a 
discharge or threatened discharge from a vessel under appropriate circumstances. In this 
subsection, "Prince William Sound" means all marine waters within the boundary line 
established at Cape Puget, southeasterly to Cape Cleare, along Montigue Island to Zaikof 
Point, easterly to Cape Hinchinbrook, along Hinchinbrook Island to Point Bintinck, and 
easterly to Point Whitshed.

(r) In this section,
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(1) "contingency plan" means an oil discharge prevention and contingency plan 
required under this section;

(2) "in compliance with the plan" means, with respect to a contingency plan, to

(A) establish and carry out procedures identified in the plan as being the 
responsibility of the holder of the plan;

(B) have access to and have on hand the quantity and quality of equipment, 
personnel, and other resources identified as being accessible or on hand in the plan;

(C) fulfill the assurances espoused in the plan in the manner described in the plan;

(D) comply with terms and conditions attached to the plan by the department under 
the authority of (e) of this section; and

(E) successfully demonstrate the ability to carry out the plan when required by the 
department under (e) of this section;

(3) "realistic maximum oil discharge" means the maximum and most damaging oil 
discharge that the department estimates could occur during the lifetime of the tank vessel, 
oil barge, facility, or pipeline based on the size, location, and capacity of the tank vessel, 
oil barge, facility, or pipeline; on the department's knowledge and experience with the 
tank vessel, oil barge, facility, or pipeline or with similar tank vessels, oil barges, 
facilities, or pipelines; and on the department's analysis of possible mishaps to the tank 
vessel or oil barge or at the facility or pipeline or to similar tank vessels or oil barges or at 
similar facilities or pipelines;

(4) "region of operation," with respect to the holder of a contingency plan, means 
the area where the operations of the holder that require a contingency plan are located, the 
boundaries of which correspond to the regional boundaries established by the 
commissioner for regional master planning purposes under AS 46.04.210 .

Sec. 46.04.035. Registration of oil spill response action contractors.

(a) A person may apply to the department for registration as an oil spill primary 
response action contractor. The department shall adopt regulations governing the 
registration and approval of oil spill primary response action contractors. Regulations 
adopted by the department under this section must include

(1) minimum training standards for personnel;
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(2) verification requirements that ensure the existence of resources, including 
personnel, equipment, services, and an adequate deployment plan necessary to a response 
action or as required by a contingency plan in which the contractor has agreed in writing 
to be listed and is listed;

(3) minimum professional response action standards and practices; and

(4) minimum planning standards for oil spill primary response action contractors 
listed in an oil spill contingency plan approved under AS 46.04.030.

(b) Notwithstanding (a) of this section, the department may substitute a primary 
response action contractor approval program, and a subsequent process to approve 
primary response action contractors who agree to be listed in a contingency plan 
approved under AS 46.04.030 , for regulations required under (a)(1) - (3) of this section if 
the approval program and subsequent process are developed by the United States Coast 
Guard.

(c) The department shall establish fees applicable to registration under this section in 
an amount necessary to cover the costs of the registration program. The fees shall be 
collected by the department.

(d) AS 44.62 (Administrative Procedure Act) applies to regulations and registrations 
under this section.

(e) The department shall develop and maintain a list of oil spill primary response 
action contractors registered under this section. The department shall provide the list on 
request to interested persons.

(f) A primary response action contractor registered under this section shall annually 
provide to the department a list of all contingency plans approved under AS 46.04.030 in 
which the primary response action contractor has agreed in writing to be listed as a 
responder.

(g) Nothing in this section is intended to amend AS 46.04.030(l) or to create a 
cleanup or performance standard that must be met by a holder of a contingency plan or a 
response action contractor.

(h) In this section,

(1) "oil" has the meaning given in AS 46.03.826 ;

(2) "primary response action contractor" means a person who enters into a response 
action contract with respect to a release or threatened release of oil and who is carrying 
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out the contract, including a cooperative organization formed to maintain and supply 
response equipment and materials that enters into a response action contract relating to a 
release or threatened release of oil.

Sec. 46.04.040. Proof of financial responsibility.

(a) A person may not cause or permit the operation of an oil terminal facility in the 
state unless the person has furnished to the department, and the department has approved, 
proof of financial ability to respond in damages. Proof of financial responsibility required 
for a crude oil terminal is $50,000,000 per incident. Proof of financial responsibility 
required for a noncrude oil terminal is $25, per incident, for each barrel of total noncrude 
oil storage capacity at the terminal or $1,000,000, whichever is greater, subject to a 
maximum of $50,000,000. For purposes of this subsection, an oil terminal facility that 
stores both crude oil and noncrude oil is subject to the financial responsibility 
requirements applicable to the type of facility that corresponds to the type of oil storage 
that predominates at the facility. However, if the facility stores more noncrude oil than 
crude oil, the $25 per incident, per barrel requirement of this subsection applies to each 
barrel of oil storage capacity at the facility.

(b) A person may not cause or permit the operation of a pipeline or an exploration or 
production facility in the state unless the person has furnished to the department, and the 
department has approved, proof of financial ability to respond in damages. Proof of 
financial responsibility required for

(1) a pipeline or an offshore exploration or production facility is $50,000,000 per 
incident;

(2) an onshore production facility is

(A) $20,000,000 per incident if the facility produces over 10,000 barrels per day of 
oil;

(B) $10,000,000 per incident if the facility produces over 5,000 barrels per day but 
not more than 10,000 barrels per day of oil;

(C) $5,000,000 per incident if the facility produces over 2,500 barrels per day but 
not more than 5,000 barrels per day of oil;

(D) $1,000,000 per incident if the facility produces 2,500 barrels per day or less of 
oil;

(3) an onshore exploration facility is $1,000,000 per incident.
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(c) Except as provided in (m) of this section, a person may not operate a tank vessel 
or an oil barge within the waters of the state, or cause or permit the transfer of oil to or 
from a tank vessel or an oil barge, unless the person operating the tank vessel or oil barge 
has furnished to the department, and the department has approved, proof of financial 
ability to respond in damages. Proof of financial responsibility required under this 
subsection is

(1) $300, per incident, for each barrel of storage capacity or $100,000,000, 
whichever is greater, for a tank vessel or barge carrying crude oil;

(2) $100, per incident, for each barrel of storage capacity or $1,000,000, whichever 
is greater, subject to a maximum of $35,000,000, for a tank vessel or barge carrying 
noncrude oil.

(d) Except as provided in (k) of this section, it is not a defense to an action brought 
for violation of (a) - (c) of this section that the person charged believed in good faith that 
proof of financial ability to respond in damages had been furnished to, and approved by, 
the department.

(e) Financial responsibility may be demonstrated by (1) self-insurance, (2) 
insurance, (3) surety, (4) guarantee, (5) letter of credit approved by the department, or (6) 
other proof of financial responsibility approved by the department, including proof of 
financial responsibility provided by a group of insureds who have agreed to cover 
pollution risks of members of the group under terms the department may prescribe. An 
action brought under AS 46.03.758 , 46.03.759, 46.03.760(a) or (d), 46.03.822, or AS 
46.04.030 (g) may be brought in a state court directly against the insurer, the group, or 
another person providing evidence of financial responsibility; however, the liability under 
this section of a third-party insurer is limited to the type of risk assumed and the amount 
of coverage specified in the proof of financial responsibility furnished to and approved by 
the department. The applicant, and an insurer, surety, guarantor, person furnishing an 
approved letter of credit, or other group or person providing proof of financial 
responsibility approved by the department shall appoint an agent for service of process in 
the state. For purposes of this subsection, an insurer, other than a group of insureds whose 
agreement has been approved by the department, must either be authorized by the 
Department of Commerce, Community, and Economic Development to sell insurance in 
the state or be an unauthorized insurer listed by the Department of Commerce, 
Community, and Economic Development as not disapproved for use in the state. In this 
subsection, "third-party insurer" means a third-party insurer, surety, guarantor, person 
furnishing a letter of credit, or other group or person providing proof of financial 
responsibility on behalf of an applicant under this section; "third-party insurer" does not 
include the applicant.

(f) Acceptance of proof of financial responsibility expires

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4603900!27]/doc/{@20219}? (17 of 26) [2/11/2008 11:33:10 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4603758']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4604030']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4604030']/doc/{@1}?firsthit


DOC Frame Page

(1) one year from its issuance for self-insurance;

(2) on the effective date of a change in the surety bond, guarantee, insurance 
agreement, letter of credit, or other proof of financial responsibility; or

(3) on the expiration or cancellation of the surety bond, guarantee, insurance 
agreement, letter of credit, or other proof of financial responsibility.

(g) The person whose proof of financial responsibility is accepted by the department 
under this section shall notify the department at least 30 days before the effective date of 
a change, expiration or cancellation in the surety bond, guarantee, insurance agreement, 
letter of credit, or other proof of financial responsibility. Application for renewal of 
acceptance of proof of financial responsibility under this section must be filed at least 30 
days before the date of expiration.

(h) The department, after notice and hearing, may revoke acceptance of proof of 
financial responsibility if it determines that

(1) acceptance was procured by fraud or misrepresentation; or

(2) a change of circumstance has occurred other than a change specified in (f)(1) - 
(3) of this section, which would have warranted denial of the application.

(i) Financial responsibility under this section extends to a loss compensable under 
AS 46.03.760 (d) or 46.03.822 and an assessment under AS 46.03.758 , 46.03.759, 
46.03.760(a), or AS 46.04.030 (g).

(j) Upon acceptance and approval of proof of financial responsibility under this 
section, the department shall issue to the applicant a certificate stating that the state's 
financial responsibility requirements have been satisfied. The certificate must include the 
name of the facility, pipeline, tank vessel, or oil barge for which it is issued and the 
expiration date of the certificate.

(k) It is a defense to an action brought for violation of (a) - (c) of this section that the 
person charged relied on a certificate of approval issued under (j) of this section unless 
the person knew or had reason to know at the time of the alleged violation that the 
approval had been revoked or was expired.

(l) Notwithstanding the requirements of (e) of this section, the applicant may 
provide evidence of financial responsibility provided by an insurer or other person who 
does not agree to be subject to direct action in state courts or to appoint an agent for 
service of process if
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(1) the department is satisfied that the insurance or other form of financial 
responsibility covers judgments under the statutes listed in (e) of this section;

(2) the applicant provides proof of $50,000,000, or the amount required by (a) - (c) 
of this section, whichever is less, in insurance or other form of financial responsibility 
that meets the requirements of (e) of this section; and

(3) the applicant provides a sworn statement or affidavit that insurance or other form 
of financial responsibility that meets the requirements of (e) of this section is not 
available in greater amounts.

(m) A tank vessel or oil barge that is conducting, or is available only for conducting, 
oil discharge response operations is exempt from the requirements of (c) of this section if 
the tank vessel or oil barge has received prior approval of the department. The department 
may approve an exemption under this subsection upon application and presentation of 
information required by the department.

Sec. 46.04.045. Adjustment of dollar amounts.

(a) The dollar amounts in AS 46.04.040 change, as provided in this section, 
according to and to the extent of changes in the Consumer Price Index for all urban 
consumers for the Anchorage metropolitan area compiled by the Bureau of Labor 
Statistics, United States Department of Labor (the index). The index for January 1990 is 
the reference base index.

(b) The dollar amounts change on October 1 of each third year according to the 
percentage change between the index for January of that year and the most recent index 
used to determine whether to change the dollar amounts. After calculation of the new 
amounts, the resulting amounts shall be rounded to the nearest cent.

(c) If the index is revised, the percentage of change is calculated on the basis of the 
revised index. If a revision of the index changes the reference base index, a revised 
reference base index is determined by multiplying the reference base index applicable by 
the rebasing factor furnished by the United States Bureau of Labor Statistics. If the index 
is superseded, the index referred to in this section is the one represented by the Bureau of 
Labor Statistics as reflecting most accurately changes in the purchasing power of the 
dollar for Alaskan consumers.

(d) The department shall adopt a regulation announcing

(1) on or before June 30 of each third year, the changes in dollar amounts required 
by (b) of this section; and
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(2) promptly after the changes occur, changes in the index required by (c) of this 
section, including, if applicable, the numerical equivalent of the reference base index 
under a revised reference base index and the designation or title of any index superseding 
the index.

(e) The department shall also provide notification of a change in dollar amounts 
required under (b) of this section to the clerks of court in each judicial district of the state.

Sec. 46.04.047. Noncrude oil operations.

Notwithstanding AS 46.04.040 , the department may, with respect to noncrude oil 
operations, approve proof of financial responsibility by a person, other than the applicant, 
who does not agree to be subject to a direct action in the state or to appoint an agent for 
service of process if the applicant

(1) provides proof of financial responsibility in the form and amounts otherwise 
required under AS 46.04.040 ;

(2) provides a sworn statement that

(A) is acceptable to the department;

(B) attests that the applicant has diligently attempted to obtain a form of proof of 
financial responsibility that would provide for a direct action and appointment of an agent 
for service of process;

(C) describes the steps the applicant has taken to obtain a form of proof of financial 
responsibility that would provide for a direct action and appointment of an agent for 
service of process;

(D) states that a form of proof of financial responsibility that would provide for a 
direct action and appointment of an agent for service of process is unavailable to the 
applicant;

(3) continues diligent efforts to obtain a form of proof of financial responsibility that 
would provide for a direct action and appointment of an agent for service of process and 
provides a sworn statement every six months that is acceptable to the department, 
containing the information required in (2) of this section.

Sec. 46.04.050. Exemptions.

(a) The provisions of AS 46.04.030 , 46.04.040, and 46.04.060 do not apply to an oil 
terminal facility that has an effective storage capacity of less than 5,000 barrels of crude 
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oil or less than 10,000 barrels of noncrude oil.

(b) The provisions of AS 46.04.030 and 46.04.040 do not apply to a natural gas 
production facility and a natural gas terminal facility; for purposes of this subsection, 
"natural gas production facility" and "natural gas terminal facility" mean a platform, 
facility, or structure that, except for storage of refined petroleum products in a quantity 
that does not exceed 10,000 barrels, is used solely for the production, compression, 
storage, or transport of natural gas.

(c) The provisions of AS 46.04.030 and 46.04.040 do not apply to a natural gas 
exploration facility if the Alaska Oil and Gas Conservation Commission has determined 
under AS 31.05.030 (l) that evidence obtained through evaluation demonstrates with 
reasonable certainty that all of the wells at a natural gas exploration facility will not 
penetrate a formation capable of flowing oil to the ground surface. If the drilling of a well 
at an exploration facility exempted under this subsection does penetrate a formation 
capable of flowing oil to the surface, the owner or operator shall submit an oil discharge 
prevention and contingency plan and proof of financial responsibility to the department to 
meet the requirements of AS 46.04.030 and 46.04.040. For purposes of this subsection, 
"natural gas exploration facility" means a platform, facility, or structure that, except for 
storage of refined petroleum products in a quantity that does not exceed 10,000 barrels, is 
used solely for the exploration for natural gas.

Sec. 46.04.055. Nontank vessels and railroad tank cars.

(a) A person may not operate a nontank vessel within the waters of the state or cause 
or permit the transfer of oil to or from a nontank vessel unless the person has furnished to 
the department and the department has approved proof of financial ability to respond to 
damages meeting the requirements of AS 46.04.040 . Proof of financial responsibility 
required under this subsection is subject to adjustment of dollar amounts under AS 
46.04.045 and is established, for a nontank vessel that carries

(1) predominantly persistent product, at $300 per incident for each barrel of oil 
storage capacity on the vessel or $5,000,000, whichever is greater; and

(2) predominantly nonpersistent product, at $100 per incident for each barrel of oil 
storage capacity on the vessel or $1,000,000, whichever is greater.

(b) A person may not transport oil by railroad tank car or cause or permit the 
transfer of oil to or from a railroad tank car unless the person has furnished to the 
department and the department has approved proof of financial ability to respond to 
damages meeting the requirements of AS 46.04.040 . Proof of financial responsibility 
required under this subsection is subject to adjustment of dollar amounts under AS 
46.04.045 and is established at
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(1) $300 per incident for each barrel of persistent product based on the maximum 
amount of persistent product storage capacity of any train on the railroad; and

(2) $100 per incident for each barrel of nonpersistent product based upon the 
maximum amount of nonpersistent product storage capacity of any train on the railroad or 
$1,000,000, whichever is greater.

(c) For purposes of AS 46.04.030 (k), response planning standards apply to nontank 
vessels and railroad tank cars as follows:

(1) for a nontank vessel,

(A) containment and control of 15 percent of the maximum oil capacity of the 
nontank vessel within 48 hours; and

(B) cleanup of the discharge within the shortest possible time consistent with 
minimizing damage to the environment; and

(2) for a railroad tank car,

(A) containment and control of 15 percent of the maximum oil capacity of a train on 
the railroad within 48 hours; and

(B) cleanup of the discharge within the shortest possible time consistent with 
minimizing damage to the environment.

(d) Notwithstanding the requirements of AS 46.04.040 (e) and ( l ) and 46.04.047, 
for purposes of (a) of this section, an applicant may provide evidence of financial 
responsibility by proof of entry of the nontank vessel in a protection and indemnity 
association or proof of coverage with another insurer that

(1) is financially solvent and has a favorable history of claim handling;

(2) provides coverage against pollution risks in at least the amount of the financial 
responsibility required under (a) of this section without any requirement for a special 
endorsement;

(3) does not agree to be subject to direct action in court or to appointment of an 
agent for service of process; and

(4) in the case of a protection and indemnity association or group of insureds, is not 
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authorized by the Department of Commerce, Community, and Economic Development to 
sell insurance in the state so long as it is not listed by the Department of Commerce, 
Community, and Economic Development as being disapproved for use in the state.

(e) The requirements of this section do not apply to a nontank vessel operating in the 
waters of the state if the nontank vessel

(1) is engaged in innocent passage; for purposes of this paragraph, a nontank vessel 
is engaged in innocent passage if its operation in state waters, irrespective of whether it is 
a United States or foreign-flag vessel, would constitute innocent passage under the 
Convention on the Territorial Sea and the Contiguous Zone, April 29, 1958, 15 U.S.T. 
1606, or the United Nations Convention on the Law of the Sea 1982, December 10, 1982, 
U.N. Publication No. E 83.V.5, 21 I.L.M. 1261 (1982), were the vessel a foreign-flag 
vessel;

(2) enters state waters because of imminent danger to the crew, or in an effort to 
prevent an oil spill or other harm to public safety or the environment, and are inapplicable 
only until the vessel is able to leave state waters as soon as it may do so without imminent 
risk of harm to the crew, public safety, or the environment; or

(3) enters state waters after the United States Coast Guard has determined that the 
vessel is in distress, and are inapplicable only until the vessel is able to leave state waters 
as soon as it may do so without imminent risk of harm to the crew, public safety, or the 
environment.

(f) On and after May 26, 2003, a person may not operate a nontank vessel within the 
waters of the state or cause or permit the transfer of oil to or from a nontank vessel unless 
the department has approved an oil discharge prevention and contingency plan covering 
that nontank vessel and the person is in compliance with the plan.

(g) The oil discharge prevention and contingency plan for a nontank vessel required 
by (f) of this section must include

(1) vessel-specific information;

(2) a response plan consisting of

(A) initial notification procedures;

(B) a certification that the applicant for the nontank vessel contingency plan is a 
member of, or has a contract with, an oil spill response organization that is an oil spill 
primary response action contractor with a response action plan approved by the 
department as meeting the response planning standards of (c)(1) of this section for the 
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maximum oil capacity of the nontank vessel; and

(C) a certification that the applicant for the nontank vessel contingency plan has 
contracted with an oil spill primary response action contractor providing incident 
management team services; and

(3) a prevention plan certification stating that the nontank vessel for which 
contingency plan approval is made complies with applicable federal and International 
Maritime Organization requirements.

(h) In lieu of the requirements

(1) of (g)(2)(B) of this section, a person may comply with the requirement of (g)(2)
(B) of this section by demonstrating, to the satisfaction of the department, that the person 
is maintaining an oil spill response plan and equivalent equipment, personnel, and 
resources to enable the person to meet the requirements of this section; and

(2) of (g)(2)(C) of this section, a person may comply with the requirement of (g)(2)
(C) of this section by demonstrating, to the satisfaction of the department, that the person 
is maintaining an incident management team in order to implement a planned response to 
a release or threatened release of oil from its nontank vessel.

(i) The provisions of AS 46.04.030 (d) - (l), (n), (o), and (r) apply to a nontank 
vessel, to a nontank vessel contingency plan required by this section, and to a person 
applying for and holding an approved nontank vessel contingency plan.

(j) On and after June 12, 2003, a person may not transport oil by railroad tank car or 
cause or permit the transfer of oil to or from a railroad tank car unless the department has 
approved an oil discharge prevention and contingency plan covering the transportation of 
oil by railroad tank cars by the railroad and the person is in compliance with the plan.

(k) The provisions of AS 46.04.030 (d) - (l), (n), (o), and (r) apply to a railroad tank 
car, to a railroad tank car contingency plan required by this section, and to a person 
applying for and holding an approved railroad tank car contingency plan.

(l) The department shall adopt regulations under AS 46.04.070 to implement

(1) the requirements of response planning standards under (c) of this section;

(2) the requirements of (f) - (i) of this section as applicable to nontank vessels; and

(3) the requirements of (j) and (k) of this section as applicable to railroad tank cars.
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Sec. 46.04.060. Inspections.

(a) In addition to other rights of access or inspection conferred upon the department 
by law or otherwise, the department may at reasonable times and in a safe manner enter 
and inspect oil terminal facilities, pipelines, exploration and production facilities, tank 
vessels, and oil barges in order to

(1) ensure compliance with the provisions of this chapter; or

(2) participate in an examination of the structural integrity and the operating and 
mechanical systems of those vessels, barges, pipelines, and facilities by federal and state 
agencies with jurisdiction.

(b) When the department determines that no federal or state agencies with 
jurisdiction are performing timely and adequate inspections of an oil terminal facility, 
pipeline, exploration or production facility, tank vessel, or oil barge, it may perform its 
own inspection of the structural integrity and operating and mechanical systems of a 
facility, pipeline, tank vessel, or oil barge by using personnel with qualifications in the 
areas being inspected.

Sec. 46.04.065. Compliance verification for nontank vessels and for trains and related 
facilities and operations.

In addition to other rights of access or examination conferred upon the department by law 
or otherwise, to ensure compliance with the provisions of this chapter relating to oil 
pollution control, the department may at reasonable times and in a safe manner enter and 
examine

(1) nontank vessels; and

(2) trains, railroad tracks, associated facilities, and railroad operations.

Sec. 46.04.070. Scope of regulations.

The department shall adopt regulations that are necessary to carry out the purposes of this 
chapter and that do not conflict with and are not preempted by federal law or regulations.

Sec. 46.04.080. Catastrophic oil discharges.

(a) The commissioner of environmental conservation or the adjutant general of the 
Department of Military and Veterans' Affairs may request the governor to determine that 
an actual or imminent occurrence of a catastrophic oil discharge constitutes a disaster 
emergency under AS 26.23. The commissioner of environmental conservation and the 
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adjutant general of the Department of Military and Veterans' Affairs shall respond 
appropriately in the relief of the actual or imminent discharge under the relevant 
provisions of the applicable incident command system.

(b) The department shall promptly, under AS 46.04.010 , seek reimbursement of oil 
discharge cleanup or containment expenses incurred as a result of an actual or imminent 
catastrophic oil discharge under AS 26.23.050 .

Sec. 46.04.090. Oil discharge cleanup personnel, equipment, expenses.

The department, when feasible, shall enter into contracts with persons or private 
organizations to provide the personnel, equipment, or other services or supplies that may 
be required to carry out this chapter. Contracts under this section are governed by AS 
36.30 (State Procurement Code). When private contracting is not feasible, the department 
may establish and maintain at ports, harbors, or other locations in the state, the cleanup 
personnel, equipment, and supplies that, in its judgment, are necessary to carry out this 
chapter. When exercising its authority under this subsection, the department shall 
coordinate with the Department of Military and Veterans' Affairs to avoid duplication of 
efforts.

Sec. 46.04.100. Compacts authorized.

The governor may execute supplementary agreements, reciprocal arrangements, or 
compacts with any other state or country, subject to the approval, if required by the 
United States Constitution, of the Congress of the United States, for the purpose of 
implementing this chapter.

Sec. 46.04.110. Municipal powers limited.

If a conflict occurs between a provision of this chapter, or a regulation, order, decision, or 
other determination of the department under this chapter, and a charter, ordinance, permit, 
regulation, franchise, decision, or other determination of a municipality, the provisions of 
this chapter or the regulation, order, decision, or other determination of the department 
prevail. However, nothing in this chapter precludes a municipality, by ordinance or 
regulation, from exercising its police powers in the area regulated by this chapter.

 
 
Title 46. WATER, AIR, ENERGY, AND ENVIRONMENTAL CONSERVATION 
Chapter 46.03. ENVIRONMENTAL CONSERVATION 
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Sec. 43.55.160. Determination of production tax value of oil and gas.

(a) Except as provided in (b) of this section, for the purposes of

(1) AS 43.55.011 (e), the annual production tax value of the taxable

(A) oil and gas produced during a calendar year from leases or properties in the state 
that include land north of 68 degrees North latitude is the gross value at the point of 
production of the oil and gas taxable under AS 43.55.011 (e) and produced by the 
producer from those leases or properties, less the producer's lease expenditures under AS 
43.55.165 for the calendar year applicable to the oil and gas produced by the producer 
from those leases or properties, as adjusted under AS 43.55.170 ; this subparagraph does 
not apply to gas subject to AS 43.55.011 (o);

(B) oil and gas produced during a calendar year from leases or properties in the state 
outside the Cook Inlet sedimentary basin, no part of which is north of 68 degrees North 
latitude, is the gross value at the point of production of the oil and gas taxable under AS 
43.55.011(e) and produced by the producer from those leases or properties, less the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
oil and gas produced by the producer from those leases or properties, as adjusted under 
AS 43.55.170; this subparagraph does not apply to gas subject to AS 43.55.011(o);

(C) oil produced during a calendar year from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the oil taxable under AS 
43.55.011 (e) and produced by the producer from that lease or property, less the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
oil produced by the producer from that lease or property, as adjusted under AS 43.55.170 ;

(D) gas produced during a calendar year from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the gas taxable under 
AS 43.55.011 (e) and produced by the producer from that lease or property, less the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
gas produced by the producer from that lease or property, as adjusted under AS 
43.55.170 ;

(E) gas produced during a calendar year from a lease or property outside the Cook 
Inlet sedimentary basin and used in the state is the gross value at the point of production 
of that gas taxable under AS 43.55.011(e) and produced by the producer from that lease 
or property, less the producer's lease expenditures under AS 43.55.165 for the calendar 
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year applicable to that gas produced by the producer from that lease or property, as 
adjusted under AS 43.55.170 ;

(2) AS 43.55.011 (g), the monthly production tax value of the taxable

(A) oil and gas produced during a month from leases or properties in the state that 
include land north of 68 degrees North latitude is the gross value at the point of 
production of the oil and gas taxable under AS 43.55.011 (e) and produced by the 
producer from those leases or properties, less 1/12 of the producer's lease expenditures 
under AS 43.55.165 for the calendar year applicable to the oil and gas produced by the 
producer from those leases or properties, as adjusted under AS 43.55.170; this 
subparagraph does not apply to gas subject to AS 43.55.011(o);

(B) oil and gas produced during a month from leases or properties in the state 
outside the Cook Inlet sedimentary basin, no part of which is north of 68 degrees North 
latitude, is the gross value at the point of production of the oil and gas taxable under AS 
43.55.011 (e) and produced by the producer from those leases or properties, less 1/12 of 
the producer's lease expenditures under AS 43.55.165 for the calendar year applicable to 
the oil and gas produced by the producer from those leases or properties, as adjusted 
under AS 43.55.170 ; this subparagraph does not apply to gas subject to AS 43.55.011 (o);

(C) oil produced during a month from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the oil taxable under AS 
43.55.011 (e) and produced by the producer from that lease or property, less 1/12 of the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
oil produced by the producer from that lease or property, as adjusted under AS 43.55.170 ;

(D) gas produced during a month from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the gas taxable under 
AS 43.55.011 (e) and produced by the producer from that lease or property, less 1/12 of 
the producer's lease expenditures under AS 43.55.165 for the calendar year applicable to 
the gas produced by the producer from that lease or property, as adjusted under AS 
43.55.170 ;

(E) gas produced during a month from a lease or property outside the Cook Inlet 
sedimentary basin and used in the state is the gross value at the point of production of that 
gas taxable under AS 43.55.011 (e) and produced by the producer from that lease or 
property, less 1/12 of the producer's lease expenditures under AS 43.55.165 for the 
calendar year applicable to that gas produced by the producer from that lease or property, 
as adjusted under AS 43.55.170 .

(b) A production tax value calculated under this section may not be less than zero.
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(c) Notwithstanding any contrary provision of AS 43.55.150 , for purposes of 
calculating a monthly production tax value under (a)(2) of this section, the gross value at 
the point of production of the oil and gas is calculated under regulations adopted by the 
department that provide for using an appropriate monthly share of the producer's costs of 
transportation for the calendar year.

(d) Irrespective of whether a producer produces taxable oil or gas during a calendar 
year or month, the producer is considered to have generated a positive production tax 
value if a calculation described in (a) of this section yields a positive number because the 
producer's adjusted lease expenditures for a calendar year under AS 43.55.165 and 
43.55.170 are less than zero as a result of the producer's receiving a payment or credit 
under AS 43.55.170 . An explorer that has taken a tax credit under AS 43.55.023 (b) or 
that has obtained a transferable tax credit certificate under AS 43.55.023 (d) for the 
amount of a tax credit under AS 43.55.023 (b) is considered a producer, subject to the tax 
levied under AS 43.55.011 (e), to the extent that the explorer generates a positive 
production tax value as the result of the explorer's receiving a payment or credit under AS 
43.55.170 .

(e) Any adjusted lease expenditures under AS 43.55.165 and 43.55.170 that would 
otherwise be deductible by a producer in a calendar year but whose deduction would 
cause an annual production tax value calculated under (a)(1) of this section of taxable oil 
or gas produced during the calendar year to be less than zero may be used to establish a 
carried-forward annual loss under AS 43.55.023 (b). However, the department shall 
provide by regulation a method to ensure that, for a period for which a producer's tax 
liability is limited by AS 43.55.011(j), (k), or (o), any adjusted lease expenditures under 
AS 43.55.165 and 43.55.170 that would otherwise be deductible by a producer for that 
period but whose deduction would cause a production tax value calculated under (a)(1)
(C), (D), or (E) of this section to be less than zero are accounted for as though the 
adjusted lease expenditures had first been used as deductions in calculating the production 
tax values of oil or gas subject to any of the limitations under AS 43.55.011 (j), (k), or (o) 
that have positive production tax values so as to reduce the tax liability calculated without 
regard to the limitation to the maximum amount provided for under the applicable 
provision of AS 43.55.011 (j), (k), or (o). Only the amount of those adjusted lease 
expenditures remaining after the accounting provided for under this subsection may be 
used to establish a carried-forward annual loss under AS 43.55.023 (b). In this subsection, 
"producer" includes "explorer."

Sec. 43.55.165. Lease expenditures.

(a) Except as provided in (j) and (k) of this section, for purposes of this chapter, a 
producer's lease expenditures for a calendar year are
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(1) costs, other than items listed in (e) of this section, that are

(A) incurred by the producer during the calendar year after March 31, 2006, to 
explore for, develop, or produce oil or gas deposits located within the producer's leases or 
properties in the state or, in the case of land in which the producer does not own an 
operating right, operating interest, or working interest, to explore for oil or gas deposits 
within other land in the state; and

(B) allowed by the department by regulation, based on the department's 
determination that the costs satisfy the following three requirements:

(i) the costs must be incurred upstream of the point of production of oil and gas;

(ii) the costs must be ordinary and necessary costs of exploring for, developing, or 
producing, as applicable, oil or gas deposits; and

(iii) the costs must be direct costs of exploring for, developing, or producing, as 
applicable, oil or gas deposits; and

(2) a reasonable allowance for that calendar year, as determined under regulations 
adopted by the department, for overhead expenses that are directly related to exploring 
for, developing, or producing, as applicable, the oil or gas deposits.

(b) For purposes of (a) of this section,

(1) direct costs include

(A) an expenditure, when incurred, to acquire an item if the acquisition cost is 
otherwise a direct cost, notwithstanding that the expenditure may be required to be 
capitalized rather than treated as an expense for financial accounting or federal income 
tax purposes;

(B) payments of or in lieu of property taxes, sales and use taxes, motor fuel taxes, 
and excise taxes;

(2) an activity does not need to be physically located on, near, or within the 
premises of the lease or property within which an oil or gas deposit being explored for, 
developed, or produced is located in order for the cost of the activity to be a cost upstream 
of the point of production of the oil or gas;

(3) in determining whether costs are lease expenditures, the department may 
consider, among other factors, the
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(A) typical industry practices and standards in the state that determine the costs, 
other than items listed in (e) of this section, that an operator is allowed to bill a producer 
that is not the operator, under unit operating agreements or similar operating agreements 
that were in effect before December 2, 2005, and were subject to negotiation with at least 
one producer with substantial bargaining power, other than the operator; and

(B) standards adopted by the Department of Natural Resources that determine the 
costs, other than items listed in (e) of this section, that a lessee is allowed to deduct from 
revenue in calculating net profits under a lease issued under AS 38.05.180 (f)(3)(B), (D), 
or (E).

(c) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(d) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(e) For purposes of this section, lease expenditures do not include

(1) depreciation, depletion, or amortization;

(2) oil or gas royalty payments, production payments, lease profit shares, or other 
payments or distributions of a share of oil or gas production, profit, or revenue, except 
that a producer's lease expenditures applicable to oil and gas produced from a lease issued 
under AS 38.05.180 (f)(3)(B), (D), or (E) include the share of net profit paid to the state 
under that lease;

(3) taxes based on or measured by net income;

(4) interest or other financing charges or costs of raising equity or debt capital;

(5) acquisition costs for a lease or property or exploration license;

(6) costs arising from fraud, wilful misconduct, gross negligence, violation of law, 
or failure to comply with an obligation under a lease, permit, or license issued by the state 
or federal government;

(7) fines or penalties imposed by law;

(8) costs of arbitration, litigation, or other dispute resolution activities that involve 
the state or concern the rights or obligations among owners of interests in, or rights to 
production from, one or more leases or properties or a unit;

(9) costs incurred in organizing a partnership, joint venture, or other business entity 
or arrangement;

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4355160!27]/doc/{@17527}? (5 of 16) [2/11/2008 11:33:16 AM]



DOC Frame Page

(10) amounts paid to indemnify the state; the exclusion provided by this paragraph 
does not apply to the costs of obtaining insurance or a surety bond from a third-party 
insurer or surety;

(11) surcharges levied under AS 43.55.201 or 43.55.300;

(12) an expenditure otherwise deductible under (b) of this section that is a result of 
an internal transfer, a transaction with an affiliate, or a transaction between related parties, 
or is otherwise not an arm's length transaction, unless the producer establishes to the 
satisfaction of the department that the amount of the expenditure does not exceed the fair 
market value of the expenditure;

(13) an expenditure incurred to purchase an interest in any corporation, partnership, 
limited liability company, business trust, or any other business entity, whether or not the 
transaction is treated as an asset sale for federal income tax purposes;

(14) a tax levied under AS 43.55.011 ;

(15) costs incurred for dismantlement, removal, surrender, or abandonment of a 
facility, pipeline, well pad, platform, or other structure, or for the restoration of a lease, 
field, unit, area, tract of land, body of water, or right-of-way in conjunction with 
dismantlement, removal, surrender, or abandonment; a cost is not excluded under this 
paragraph if the dismantlement, removal, surrender, or abandonment for which the cost is 
incurred is undertaken for the purpose of replacing, renovating, or improving the facility, 
pipeline, well pad, platform, or other structure;

(16) costs incurred for containment, control, cleanup, or removal in connection with 
any unpermitted release of oil or a hazardous substance and any liability for damages 
imposed on the producer or explorer for that unpermitted release; this paragraph does not 
apply to the cost of developing and maintaining an oil discharge prevention and 
contingency plan under AS 46.04.030 ;

(17) costs incurred to satisfy a work commitment under an exploration license under 
AS 38.05.132 ;

(18) that portion of expenditures, that would otherwise be qualified capital 
expenditures, as defined in AS 43.55.023 , incurred during a calendar year that are less 
than the product of $0.30 multiplied by the total taxable production from each lease or 
property, in BTU equivalent barrels, during that calendar year, except that, when a 
portion of a calendar year is subject to this provision, the expenditures and volumes shall 
be prorated within that calendar year;
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(19) costs incurred for repair, replacement, or deferred maintenance of a facility, a 
pipeline, a structure, or equipment, other than a well, that results in or is undertaken in 
response to a failure, problem, or event that results in an unscheduled interruption of, or 
reduction in the rate of, oil or gas production; or costs incurred for repair, replacement, or 
deferred maintenance of a facility, a pipeline, a structure, or equipment, other than a well, 
that is undertaken in response to, or is otherwise associated with, an unpermitted release 
of a hazardous substance or of gas; however, costs under this paragraph that would 
otherwise constitute lease expenditures under (a) and (b) of this section may be treated as 
lease expenditures if the department determines that the repair or replacement is solely 
necessitated by an act of war, by an unanticipated grave natural disaster or other natural 
phenomenon of an exceptional, inevitable, and irresistible character, the effects of which 
could not have been prevented or avoided by the exercise of due care or foresight, or by 
an intentional or negligent act or omission of a third party, other than a party or its agents 
in privity of contract with, or employed by, the producer or an operator acting for the 
producer, but only if the producer or operator, as applicable, exercised due care in 
operating and maintaining the facility, pipeline, structure, or equipment, and took 
reasonable precautions against the act or omission of the third party and against the 
consequences of the act or omission; in this paragraph,

(A) "costs incurred for repair, replacement, or deferred maintenance of a facility, a 
pipeline, a structure, or equipment" includes costs to dismantle and remove the facility, 
pipeline, structure, or equipment that is being replaced;

(B) "hazardous substance" has the meaning given in AS 46.03.826 ;

(C) "replacement" includes renovation or improvement;

(20) costs incurred to construct, acquire, or operate a refinery or crude oil topping 
plant, regardless of whether the products of the refinery or topping plant are used in oil or 
gas exploration, development, or production operations; however, if a producer owns a 
refinery or crude oil topping plant that is located on or near the premises of the producer's 
lease or property in the state and that processes the producer's oil produced from that 
lease or property into a product that the producer uses in the operation of the lease or 
property in drilling for or producing oil or gas, the producer's lease expenditures include 
the amount calculated by subtracting from the fair market value of the product used the 
prevailing value, as determined under AS 43.55.020 (f), of the oil that is processed;

(21) costs of lobbying, public relations, public relations advertising, or policy 
advocacy.

(f) For purposes of AS 43.55.023 (a) and (b) and only as to expenditures incurred to 
explore for an oil or gas deposit located within land in which an explorer does not own a 
working interest, the term "producer" in this section includes "explorer."
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(g) The department shall specify or approve a reasonable allocation method for 
determining the portion of a cost that is appropriately treated as a lease expenditure under 
this section if a cost that would otherwise constitute a lease expenditure under this section 
is incurred to explore for, develop, or produce

(1) both an oil or gas deposit located within land outside the state and an oil or gas 
deposit located within a lease or property, or other land, in the state; or

(2) an oil or gas deposit located partly within land outside the state and partly within 
a lease or property, or other land, in the state.

(h) The department shall adopt regulations that provide for reasonable methods of 
allocating costs between oil and gas, between gas subject to AS 43.55.011 (o) and other 
gas, and between leases or properties in those circumstances where an allocation of costs 
is required to determine lease expenditures that are costs of exploring for, developing, or 
producing oil deposits or costs of exploring for, developing, or producing gas deposits, or 
that are costs of exploring for, developing, or producing oil or gas deposits located within 
different leases or properties.

(i) The department may adopt regulations that establish additional standards 
necessary to carrying out the purposes of this section and AS 43.55.170 , including the 
incorporation of the concepts of 26 U.S.C. 482 (Internal Revenue Code), as amended, the 
related or accompanying regulations of that provision, and any ruling or guidance issued 
by the United States Internal Revenue Service that relates to that provision.

(j) For purposes of AS 43.55.160 , for a calendar year after 2006 and before 2010, a 
producer's total lease expenditures, before adjustment under AS 43.55.170 , that are 
applicable to oil and gas produced by the producer from all leases or properties from 
which 1,000,000,000 BTU equivalent barrels of oil or gas have been cumulatively 
produced by the close of 2006 and from which the average daily oil and gas production 
during 2006 exceeded 100,000 BTU equivalent barrels as the unit boundaries were 
defined on January 1, 2007, are determined under this subsection and (k) of this section. 
Except as otherwise provided under (k) of this section, the producer's total lease 
expenditures, other than qualified capital expenditures, (1) for calendar year 2007, are 
equal to the product of 1.37 multiplied by the total lease expenditures for calendar year 
2006, other than qualified capital expenditures, that are applicable to oil and gas produced 
by the producer from all leases or properties within the unit, as reported on the producer's 
statement under AS 43.55.030 (a) for calendar year 2006, and (2) for a calendar year after 
2007, are equal to the product of 1.03 multiplied by the total lease expenditures, other 
than qualified capital expenditures, determined for the previous calendar year under this 
subsection. The producer's total lease expenditures for a calendar year after 2006 that are 
applicable to oil and gas produced by the producer from all leases or properties within a 
unit subject to this subsection are the sum of the producer's qualified capital expenditures 
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incurred during the calendar year that are applicable to that oil and gas plus the lease 
expenditures, other than qualified capital expenditures, that are applicable to that oil and 
gas as determined under this subsection and (k) of this section. If a producer whose lease 
expenditures for 2006 are used to determine lease expenditures for a later calendar year 
under this subsection transfers an interest in an affected lease or property to a different 
producer or if the unit area of the applicable unit is changed from the area as it existed on 
December 31, 2006, the transferee's lease expenditures applicable to oil and gas produced 
by the transferee from the lease or property and a producer's lease expenditures applicable 
to oil or gas produced from a lease or property within a unit area as it existed on 
December 31, 2006, continue to be determined under this subsection using those 2006 
lease expenditures. In this subsection, "qualified capital expenditures" has the meaning 
given in AS 43.55.023 .

(k) If, after audit by the department of a producer's statement or amended statement 
under AS 43.55.030 (a) for calendar year 2006, the department finally determines that the 
reported amount of total lease expenditures, other than qualified capital expenditures, for 
calendar year 2006 applicable to oil and gas produced by the producer from all leases or 
properties within a unit subject to (j) of this section exceeds by more than 10 percent the 
actual amount of those lease expenditures, other than qualified capital expenditures, the 
producer or transferee, as applicable, shall (1) substitute the actual amount of those lease 
expenditures, other than qualified capital expenditures, for purposes of the calculations 
set out in (j) of this section, and (2) file amended statements for affected past tax periods 
within 60 days after the final determination. The commissioner may adjust the deduction 
applicable under (j) of this section on changes in unit boundaries.

(l) For purposes of this section,

(1) "explore" includes conducting geological or geophysical exploration, including 
drilling a stratigraphic test well;

(2) "ordinary and necessary" has the meaning given in 26 U.S.C. 162 (Internal 
Revenue Code), as amended, and regulations adopted under that section;

(3) "stratigraphic test well" means a well drilled for the sole purpose of obtaining 
geological information to aid in exploring for an oil or gas deposit and the target zones of 
which are located in the state.

Sec. 43.55.170. Adjustments to lease expenditures.

(a) A producer's lease expenditures under AS 43.55.165 must be adjusted by 
subtracting payments or credits, other than tax credits, received by the producer or by an 
operator acting for the producer for
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(1) the use by another person of a production facility in which the producer has an 
ownership interest or the management by the producer of a production facility under a 
management agreement providing for the producer to receive a management fee;

(2) a reimbursement or similar payment that offsets the producer's lease 
expenditures, including an insurance recovery from a third-party insurer and a payment 
from the state or federal government for reimbursement of the producer's upstream costs, 
including costs for gathering, separating, cleaning, dehydration, compressing, or other 
field handling associated with the production of oil or gas upstream of the point of 
production;

(3) the sale or other transfer of

(A) an asset, including geological, geophysical, or well data or interpretations, 
acquired by the producer as a result of a lease expenditure or an expenditure that would 
be a lease expenditure if it were incurred after March 31, 2006; for purposes of this 
subparagraph,

(i) if a producer removes from the state, for use outside the state, an asset described 
in this subparagraph, the value of the asset at the time it is removed is considered a 
payment received by the producer for sale or transfer of the asset;

(ii) for a transaction that is an internal transfer or is otherwise not an arm's length 
transaction, if the sale or transfer of the asset is made for less than fair market value, the 
amount subtracted must be the fair market value; and

(B) oil or gas

(i) that is not considered produced from a lease or property under AS 43.55.020 (e); 
and

(ii) the cost of acquiring which is a lease expenditure incurred by the person that 
acquires the oil or gas.

(b) Except as otherwise provided under this subsection, if one or more payments or 
credits subject to this section are received by a producer or by an operator acting for the 
producer during a calendar year and if either the total amount of the payments or credits 
exceeds the amount of the producer's applicable lease expenditures for that calendar year 
or the producer has no lease expenditures for that calendar year, the producer shall 
nevertheless subtract those payments or credits from the lease expenditures or from zero, 
respectively, and the producer's applicable adjusted lease expenditures for that calendar 
year are a negative number and shall be applied to the pertinent calculation under AS 
43.55.160 (a) as a negative number.
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(c) For purposes of AS 43.55.023 (a) and (b) and only as to expenditures incurred to 
explore for an oil or gas deposit located within land in which an explorer does not own a 
working interest, the term "producer" in this section includes "explorer."

Sec. 43.55.180. Required report.

(a) The department shall study

(1) the effects of the provisions of this chapter on oil and gas exploration, 
development, and production in the state, on investment expenditures for oil and gas 
exploration, development, and production in the state, on the entry of new producers into 
the oil and gas industry in the state, on state revenue, and on tax administration and 
compliance, giving particular attention to the tax rates provided under AS 43.55.011 , the 
tax credits provided under AS 43.55.023 - 43.55.025, and the deductions for and 
adjustments to lease expenditures provided under AS 43.55.160 - 43.55.170; and

(2) the effects of the tax rates under AS 43.55.011 (i) on state revenue and on oil and 
gas exploration, development, and production on private land, and the fairness of those 
tax rates for private landowners.

(b) The department shall prepare a report on or before the first day of the 2011 
regular session of the legislature on the results of the study made under (a) of this section, 
including recommendations as to whether any changes should be made to this chapter. 
The department shall notify the legislature that the report prepared under this subsection 
is available.

Article 02. CONSERVATION SURCHARGE ON OIL

Sec. 43.55.200. Surcharge levied. [Repealed, Sec. 43 ch 128 SLA 1994].

Repealed or Renumbered

Sec. 43.55.201. Surcharge levied.

(a) Every producer of oil shall pay a surcharge of $.01 per barrel of oil produced 
from each lease or property in the state, less any oil the ownership or right to which is 
exempt from taxation.

(b) The surcharge imposed by (a) of this section is in addition to the tax imposed by 
AS 43.55.011 and is due on the last day of the month on oil produced from each lease or 
property during the preceding month. The surcharge is in addition to the surcharge 
imposed by AS 43.55.300 - 43.55.310. 
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(c) A producer of oil shall make a report of production on March 31 of the year 
following the calendar year of production and in the same manner and under the same 
penalties as required under AS 43.55.011 - 43.55.180. 

(d) Oil not considered under AS 43.55.020 (e) to be produced from a lease or 
property is not considered to be produced from a lease or property for purposes of this 
section.

Sec. 43.55.210. Disposition of proceeds of surcharge. [Repealed, Sec. 43 ch 128 SLA 
1994].

Repealed or Renumbered

Sec. 43.55.211. Use of revenue derived from surcharge.

The legislature may appropriate the annual estimated balance of the account maintained 
under AS 37.05.142 for deposits into the general fund of the proceeds of the surcharge 
levied under AS 43.55.201 to the response account in the oil and hazardous substance 
release prevention and response fund established by AS 46.08.010 .

Sec. 43.55.220. Use of revenue derived from surcharge. [Repealed, Sec. 43 ch 128 SLA 
1994].

Repealed or Renumbered

Sec. 43.55.221. Suspension and reimposition of the surcharge.

(a) Not later than 30 days after the end of each calendar quarter, the commissioner 
of administration shall determine, as of the end of that quarter, the fiscal year's

(1) unreserved and unobligated balance in the response account of the oil and 
hazardous substance release prevention and response fund established in AS 46.08.010 ; 
for purposes of this paragraph, the "unreserved and unobligated balance in the response 
account" means the cash balance of the account less the sum of

(A) reserves for outstanding appropriations from the account;

(B) encumbrances of money in the account; and

(C) other liabilities of the account;
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(2) balance of the account maintained under AS 37.05.142 that accounts for the 
proceeds of the surcharge that are deposited in the general fund;

(3) the balance of the response mitigation account established by AS 46.08.025(b) 
that originated from the sources described in AS 46.08.025(a)(3) and that is available for 
appropriation to the response account of the fund established in AS 46.08.010 .

(b) Within 15 days after making the determinations required by (a) of this section, 
the commissioner of administration shall

(1) add the amounts determined under (a)(1) - (3) of this section; and

(2) report the sum calculated under (1) of this subsection to the commissioner of 
revenue.

(c) In making the determination required by (a) of this section, the commissioner of 
administration may not consider money described in (a) of this section that is subject to a 
dedication imposed by law that restricts the use of the money to a specific purpose for 
which the response account of the oil and hazardous substance release prevention and 
response fund established in AS 46.08.010 may not be lawfully expended.

(d) If the commissioner of administration reports that the sum reported under (b) of 
this section equals or exceeds $50,000,000, the commissioner of revenue shall suspend 
imposition and collection of the surcharge levied and collected under AS 43.55.201 . 
Suspension of the imposition and collection of the surcharge begins on the first day of the 
calendar quarter next following the commissioner's receipt of the commissioner of 
administration's report under (b) of this section. Before the first day of a suspension 
authorized by this subsection, the commissioner shall make a reasonable effort to notify 
all persons who are known to the department to be paying the surcharge under AS 
43.55.201 that the surcharge will be suspended.

(e) Except as provided in AS 43.55.231 , if the commissioner of administration 
reports that the sum reported under (b) of this section is less than $50,000,000, the 
commissioner of revenue shall require imposition and collection of the surcharge 
authorized under AS 43.55.201. If the surcharge is not in effect, reimposition of the 
surcharge begins on the first day of the calendar quarter next following the 
commissioner's receipt of the commissioner of administration's report under (b) of this 
section. Before the first day of reimposition of the surcharge authorized by this 
subsection, the commissioner shall make a reasonable effort to notify all persons who are 
known to the department to be required to pay the surcharge under AS 43.55.201 that the 
surcharge will be reimposed.

Sec. 43.55.230. Suspension and reimposition of the surcharge. [Repealed, Sec. 43 ch 128 
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SLA 1994].

Repealed or Renumbered

Sec. 43.55.231. Surcharge not imposed.

(a) The surcharge authorized by AS 43.55.201 is not levied during any fiscal year 
for which

(1) the legislature does not, during the regular or a special legislative session 
preceding the first day of the fiscal year, appropriate at least an amount equal to the 
amount determined under (b) of this section from the general fund to the response account 
in the oil and hazardous substance release prevention and response fund; or

(2) the legislature, during the regular or a special legislative session preceding the 
first day of the fiscal year, appropriates at least the amount of money equal to the amount 
determined under (b) of this section from the general fund to the response account in the 
oil and hazardous substance release prevention and response fund and that appropriation 
is vetoed or reduced by the governor.

(b) The amount of money required to be appropriated from the general fund to the 
response account in the oil and hazardous substance release prevention and response fund 
by (a) of this section is the amount, determined for the last day of the preceding fiscal 
year, that is the sum of the actual or estimated balance of

(1) the account maintained under AS 37.05.142 to account for all proceeds of the 
surcharge that are deposited into the general fund; and

(2) the portion of the balance of the response mitigation account established by AS 
46.08.025 (b) that originated from the recovery of money described in AS 46.08.025 (a)
(3).

Sec. 43.55.240. Surcharge not imposed. [Repealed, Sec. 43 ch 128 SLA 1994].

Repealed or Renumbered

Sec. 43.55.299. Definitions.

In AS 43.55.201 - 43.55.299,

(1) "response account" means the oil and hazardous substance release response 
account established in AS 46.08.010 (a)(2);
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(2) "response mitigation account" means the oil and hazardous substance release 
response mitigation account established in AS 46.08.025(b).

Article 03. ADDITIONAL CONSERVATION SURCHARGE ON OIL

Sec. 43.55.300. Surcharge levied.

(a) Every producer of oil shall pay a surcharge of $.04 per barrel of oil produced 
from each lease or property in the state, less any oil the ownership or right to which is 
exempt from taxation.

(b) The surcharge imposed by (a) of this section is in addition to the tax imposed by 
AS 43.55.011 and is due on the last day of the month on oil produced from each lease or 
property during the preceding month. The surcharge is in addition to the surcharge 
imposed by AS 43.55.201 - 43.55.231.

(c) A producer of oil shall make a report of production on March 31 of the year 
following the calendar year of production and in the same manner and under the same 
penalties as required under AS 43.55.011 - 43.55.180.

(d) Oil not considered under AS 43.55.020 (e) to be produced from a lease or 
property is not considered to be produced from a lease or property for purposes of this 
section.

Sec. 43.55.310. Use of revenue derived from surcharge.

The legislature may appropriate the annual estimated balance of the account maintained 
under AS 37.05.142 for deposits into the general fund of the proceeds of the surcharge 
levied under AS 43.55.300 to the oil and hazardous substance release prevention account 
in the oil and hazardous substance release prevention and response fund established by 
AS 46.08.010 .

Article 04. GENERAL PROVISIONS

Sec. 43.55.890. Disclosure of tax information.

Notwithstanding any contrary provision of AS 40.25.100 , and regardless of whether the 
information is considered under AS 43.05.230(e) to constitute statistics classified to 
prevent the identification of particular returns or reports, the department may publish the 
following information under this chapter, if aggregated among three or more producers or 
explorers, showing by month or calendar year and by lease or property, unit, or area of 
the state:
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(1) the amount of oil or gas production;

(2) the amount of taxes levied under this chapter or paid under this chapter;

(3) the effective tax rates under this chapter;

(4) the gross value of oil or gas at the point of production;

(5) the transportation costs for oil or gas;

(6) qualified capital expenditures, as defined in AS 43.55.023 ;

(7) exploration expenditures under AS 43.55.025 ;

(8) production tax values of oil or gas under AS 43.55.160 ;

(9) lease expenditures under AS 43.55.165 ;

(10) adjustments to lease expenditures under AS 43.55.170 ;

(11) tax credits applicable or potentially applicable against taxes levied by this 
chapter.

 
 
Title 43. REVENUE AND TAXATION 
Chapter 43.55. OIL AND GAS PRODUCTION TAX AND OIL SURCHARGE 
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Sec. 43.55.020. Payment of tax.

(a) For a calendar year, a producer subject to tax under AS 43.55.011(e) - (i) shall 
pay the tax as follows:

(1) an installment payment of the estimated tax levied by AS 43.55.011(e), net of 
any tax credits applied as allowed by law, is due for each month of the calendar year on 
the last day of the following month; except as otherwise provided under (2) of this 
subsection, the amount of the installment payment is the sum of the following amounts, 
less 1/12 of the tax credits that are allowed by law to be applied against the tax levied by 
AS 43.55.011 (e) for the calendar year, but the amount of the installment payment may 
not be less than zero:

(A) for oil and gas produced from leases or properties in the state outside the Cook 
Inlet sedimentary basin but not subject to AS 43.55.011(o), other than leases or properties 
subject to AS 43.55.011(f), the greater of

(i) zero; or

(ii) the sum of 25 percent and the tax rate calculated for the month under AS 
43.55.011 (g) multiplied by the remainder obtained by subtracting 1/12 of the producer's 
adjusted lease expenditures for the calendar year of production under AS 43.55.165 and 
43.55.170 that are deductible for the leases or properties under AS 43.55.160 from the 
gross value at the point of production of the oil and gas produced from the leases or 
properties during the month for which the installment payment is calculated;

(B) for oil and gas produced from leases or properties subject to AS 43.55.011(f), 
the greatest of

(i) zero;

(ii) zero percent, one percent, two percent, three percent, or four percent, as 
applicable, of the gross value at the point of production of the oil and gas produced from 
all leases or properties during the month for which the installment payment is calculated; 
or

(iii) the sum of 25 percent and the tax rate calculated for the month under AS 
43.55.011 (g) multiplied by the remainder obtained by subtracting 1/12 of the producer's 
adjusted lease expenditures for the calendar year of production under AS 43.55.165 and 
43.55.170 that are deductible for those leases or properties under AS 43.55.160 from the 
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gross value at the point of production of the oil and gas produced from those leases or 
properties during the month for which the installment payment is calculated;

(C) for oil and gas produced from each lease or property subject to AS 43.55.011 (j), 
(k), or (o), the greater of

(i) zero; or

(ii) the sum of 25 percent and the tax rate calculated for the month under AS 
43.55.011 (g) multiplied by the remainder obtained by subtracting 1/12 of the producer's 
adjusted lease expenditures for the calendar year of production under AS 43.55.165 and 
43.55.170 that are deductible under AS 43.55.160 for oil or gas, respectively, produced 
from the lease or property from the gross value at the point of production of the oil or gas, 
respectively, produced from the lease or property during the month for which the 
installment payment is calculated;

(2) an amount calculated under (1)(C) of this subsection for oil or gas produced 
from a lease or property subject to AS 43.55.011 (j), (k), or (o) may not exceed the 
product obtained by carrying out the calculation set out in AS 43.55.011 (j)(1) or (2) or 
43.55.011(o), as applicable, for gas or set out in AS 43.55.011 (k)(1) or (2), as applicable, 
for oil, but substituting in AS 43.55.011 (j)(1)(A) or (2)(A) or 43.55.011(o), as applicable, 
the amount of taxable gas produced during the month for the amount of taxable gas 
produced during the calendar year and substituting in AS 43.55.011 (k)(1)(A) or (2)(A), 
as applicable, the amount of taxable oil produced during the month for the amount of 
taxable oil produced during the calendar year;

(3) an installment payment of the estimated tax levied by AS 43.55.011(i) for each 
lease or property is due for each month of the calendar year on the last day of the 
following month; the amount of the installment payment is the sum of

(A) the applicable tax rate for oil provided under AS 43.55.011 (i), multiplied by the 
gross value at the point of production of the oil taxable under AS 43.55.011 (i) and 
produced from the lease or property during the month; and

(B) the applicable tax rate for gas provided under AS 43.55.011 (i), multiplied by 
the gross value at the point of production of the gas taxable under AS 43.55.011 (i) and 
produced from the lease or property during the month;

(4) any amount of tax levied by AS 43.55.011 (e) or (i), net of any credits applied as 
allowed by law, that exceeds the total of the amounts due as installment payments of 
estimated tax is due on March 31 of the year following the calendar year of production.
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(b) The production tax on oil and gas shall be paid to the department by or on behalf 
of the producer.

(c) [Repealed, Sec. 7 ch 101 SLA 1972].

(d) In making settlement with the royalty owner for oil and gas that is taxable under 
AS 43.55.011 , the producer may deduct the amount of the tax paid on taxable royalty oil 
and gas, or may deduct taxable royalty oil or gas equivalent in value at the time the tax 
becomes due to the amount of the tax paid. If the total deductions of installment payments 
of estimated tax for a calendar year exceed the actual tax for that calendar year, the 
producer shall, before April 1 of the following year, refund the excess to the royalty 
owner. Unless otherwise agreed between the producer and the royalty owner, the amount 
of the tax paid under AS 43.55.011 (e) - (g) on taxable royalty oil and gas for a calendar 
year, other than oil and gas the ownership or right to which constitutes a landowner's 
royalty interest, is considered to be the gross value at the point of production of the 
taxable royalty oil and gas produced during the calendar year multiplied by a figure that is 
a quotient, in which

(1) the numerator is the producer's total tax liability under AS 43.55.011(e) - (g) for 
the calendar year of production; and

(2) the denominator is the total gross value at the point of production of the oil and 
gas taxable under AS 43.55.011 (e) - (g) produced by the producer from all leases and 
properties in the state during the calendar year.

(e) Gas flared, released, or allowed to escape in excess of the amount authorized by 
the Alaska Oil and Gas Conservation Commission is considered, for the purpose of AS 
43.55.011 - 43.55.180, as gas produced from a lease or property. Oil or gas used in the 
operation of a lease or property in the state in drilling for or producing oil or gas, or for 
repressuring, except to the extent determined by the Alaska Oil and Gas Conservation 
Commission to be waste, is not considered, for the purpose of AS 43.55.011 - 43.55.180, 
as oil or gas produced from a lease or property.

(f) If oil or gas is produced but not sold, or if oil or gas is produced and sold under 
circumstances where the sale price does not represent the prevailing value for oil or gas of 
like kind, character, or quality in the field or area from which the product is produced, the 
department may require the tax to be paid upon the basis of the value of oil or gas of the 
same kind, quality, and character prevailing for that field or area during the calendar 
month of production or sale.

(g) Notwithstanding any contrary provision of AS 43.05.225 , an unpaid amount of 
an installment payment required under (a)(1) - (3) of this section that is not paid when due 
bears interest (1) at the rate provided for an underpayment under 26 U.S.C. 6621 (Internal 
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Revenue Code), as amended, compounded daily, from the date the installment payment is 
due until March 31 following the calendar year of production, and (2) as provided for a 
delinquent tax under AS 43.05.225 after that March 31. Interest accrued under (1) of this 
subsection that remains unpaid after that March 31 is treated as an addition to tax that 
bears interest under (2) of this subsection. An unpaid amount of tax due under (a)(4) of 
this section that is not paid when due bears interest as provided for a delinquent tax under 
AS 43.05.225 .

(h) Notwithstanding any contrary provision of AS 43.05.280 ,

(1) an overpayment of an installment payment required under (a)(1) - (3) of this 
section bears interest at the rate provided for an overpayment under 26 U.S.C. 6621 
(Internal Revenue Code), as amended, compounded daily, from the later of the date the 
installment payment is due or the date the overpayment is made, until the earlier of

(A) the date it is refunded or is applied to an underpayment; or

(B) March 31 following the calendar year of production;

(2) except as provided under (1) of this subsection, interest with respect to an 
overpayment is allowed only on any net overpayment of the payments required under (a) 
of this section that remains after the later of March 31 following the calendar year of 
production or the date that the statement required under AS 43.55.030 (a) is filed;

(3) interest is allowed under (2) of this subsection only from a date that is 90 days 
after the later of March 31 following the calendar year of production or the date that the 
statement required under AS 43.55.030(a) is filed; interest is not allowed if the 
overpayment was refunded within the 90-day period;

(4) interest under (2) and (3) of this subsection is paid at the rate and in the manner 
provided in AS 43.05.225 (1).

Sec. 43.55.021. Alaska veterans' memorial endowment fund contribution credit. 
[Repealed, Sec. 25 ch 46 SLA 2002].

Repealed or Renumbered

Sec. 43.55.023. Tax credits for certain losses and expenditures.

(a) A producer or explorer may take a tax credit for a qualified capital expenditure 
as follows:
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(1) notwithstanding that a qualified capital expenditure may be a deductible lease 
expenditure for purposes of calculating the production tax value of oil and gas under AS 
43.55.160 (a), unless a credit for that expenditure is taken under AS 38.05.180 (i), AS 
41.09.010 , AS 43.20.043, or AS 43.55.025 , a producer or explorer that incurs a qualified 
capital expenditure may also elect to apply a tax credit against a tax levied by AS 
43.55.011 (e) in the amount of 20 percent of that expenditure; however, not more than 
half of the tax credit may be applied for a single calendar year;

(2) a producer or explorer may take a credit for a qualified capital expenditure 
incurred in connection with geological or geophysical exploration or in connection with 
an exploration well only if the producer or explorer

(A) agrees, in writing, to the applicable provisions of AS 43.55.025(f)(2);

(B) submits to the Department of Natural Resources all data that would be required 
to be submitted under AS 43.55.025 (f)(2).

(b) A producer or explorer may elect to take a tax credit in the amount of 25 percent 
of a carried-forward annual loss. A credit under this subsection may be applied against a 
tax levied by AS 43.55.011 (e). For purposes of this subsection, a carried-forward annual 
loss is the amount of a producer's or explorer's adjusted lease expenditures under AS 
43.55.165 and 43.55.170 for a previous calendar year that was not deductible in 
calculating production tax values for that calendar year under AS 43.55.160 .

(c) A credit or portion of a credit under this section may not be used to reduce a 
person's tax liability under AS 43.55.011 (e) for any calendar year below zero, and any 
unused credit or portion of a credit not used under this subsection may be applied in a 
later calendar year.

(d) Except as limited by (i) of this section, a person that is entitled to take a tax 
credit under this section that wishes to transfer the unused credit to another person or 
obtain a cash payment under AS 43.55.028 may apply to the department for transferable 
tax credit certificates. An application under this subsection must be in a form prescribed 
by the department and must include supporting information and documentation that the 
department reasonably requires. The department shall grant or deny an application, or 
grant an application as to a lesser amount than that claimed and deny it as to the excess, 
not later than 120 days after the latest of (1) March 31 of the year following the calendar 
year in which the qualified capital expenditure or carried-forward annual loss for which 
the credit is claimed was incurred; (2) the date the statement required under AS 43.55.030
(a) or (e) was filed for the calendar year in which the qualified capital expenditure or 
carried-forward annual loss for which the credit is claimed was incurred; or (3) the date 
the application was received by the department. If, based on the information then 
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available to it, the department is reasonably satisfied that the applicant is entitled to a 
credit, the department shall issue the applicant two transferable tax credit certificates, 
each for half of the amount of the credit. The credit shown on one of the two certificates 
is available for immediate use. The credit shown on the second of the two certificates may 
not be applied against a tax for a calendar year earlier than the calendar year following the 
calendar year in which the certificate is issued, and the certificate must contain a 
conspicuous statement to that effect. A certificate issued under this subsection does not 
expire.

(e) A person to which a transferable tax credit certificate is issued under (d) of this 
section may transfer the certificate to another person, and a transferee may further transfer 
the certificate. Subject to the limitations set out in (a) - (d) of this section, and 
notwithstanding any action the department may take with respect to the applicant under 
(g) of this section, the owner of a certificate may apply the credit or a portion of the credit 
shown on the certificate only against a tax levied by AS 43.55.011 (e). However, a credit 
shown on a transferable tax credit certificate may not be applied to reduce a transferee's 
total tax liability under AS 43.55.011 (e) for oil and gas produced during a calendar year 
to less than 80 percent of the tax that would otherwise be due without applying that credit. 
Any portion of a credit not used under this subsection may be applied in a later period.

(f) [Repealed, Sec. 67 ch 1 SSSLA 2007]. 

(g) The issuance of a transferable tax credit certificate under (d) of this section or the 
purchase of a certificate under AS 43.55.028 does not limit the department's ability to 
later audit a tax credit claim to which the certificate relates or to adjust the claim if the 
department determines, as a result of the audit, that the applicant was not entitled to the 
amount of the credit for which the certificate was issued. The tax liability of the applicant 
under AS 43.55.011 (e) and 43.55.017 - 43.55.180 is increased by the amount of the 
credit that exceeds that to which the applicant was entitled, or the applicant's available 
valid outstanding credits applicable against the tax levied by AS 43.55.011 (e) are 
reduced by that amount. If the applicant's tax liability is increased under this subsection, 
the increase bears interest under AS 43.05.225 from the date the transferable tax credit 
certificate was issued. For purposes of this subsection, an applicant that is an explorer is 
considered a producer subject to the tax levied by AS 43.55.011 (e).

(h) Regulations adopted to implement this section must include provisions 
prescribing reporting, record keeping, and certification procedures and requirements to 
verify the accuracy of credits claimed and to ensure that a credit is not used more than 
once.

(i) For the purposes of this section,

(1) a producer's or explorer's transitional investment expenditures are the sum of the 
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expenditures the producer or explorer incurred after March 31, 2001, and before April 1, 
2006, that would be qualified capital expenditures if they were incurred after March 31, 
2006, less the sum of the payments or credits the producer or explorer received before 
April 1, 2006, for the sale or other transfer of assets, including geological, geophysical, or 
well data or interpretations, acquired by the producer or explorer as a result of 
expenditures the producer or explorer incurred before April 1, 2006, that would be 
qualified capital expenditures, if they were incurred after March 31, 2006;

(2) a producer or explorer that did not have commercial production of oil or gas 
from a lease or property in the state before January 1, 2008, may elect to take a tax credit 
against a tax levied by AS 43.55.011(e) in the amount of 20 percent of the producer's or 
explorer's transitional investment expenditures, but only to the extent that the amount 
does not exceed 1/10 of the producer's or explorer's qualified capital expenditures that 
were incurred after March 31, 2006, and before January 1, 2008;

(3) a producer or explorer may not take a tax credit for a transitional investment 
expenditure

(A) for any calendar year after 2013;

(B) more than once; or

(C) if a credit for that expenditure was taken under AS 38.05.180(i), AS 41.09.010 , 
AS 43.20.043 , or AS 43.55.025 ;

(4) notwithstanding (d), (e), and (g) of this section, a producer or explorer may not 
transfer a tax credit or obtain a transferable tax credit certificate for a transitional 
investment expenditure.

(j) As a condition of receiving a tax credit under this section, a producer or explorer 
that obtains the tax credit for or directly related to a pipeline, facility, or other asset that is 
or becomes subject to regulation by the Federal Energy Regulatory Commission, the 
Regulatory Commission of Alaska, or a successor regulatory body shall at all times 
support and in all rate proceedings file to flow through 100 percent of the tax credits to 
ratepayers as a reduction in the costs of service for the pipeline, facility, or other asset.

(k) An entity that is exempt from taxation under this chapter may not apply for a 
transferable tax credit certificate.

(l) In this section, "qualified capital expenditure"

(1) means, except as otherwise provided in (2) of this subsection, an expenditure 
that is a lease expenditure under AS 43.55.165 and is
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(A) incurred for geological or geophysical exploration; or

(B) treated as a capitalized expenditure under 26 U.S.C. (Internal Revenue Code), as 
amended, regardless of elections made under 26 U.S.C. 263(c) (Internal Revenue Code), 
as amended, and is

(i) treated as a capitalized expenditure for federal income tax reporting purposes by 
the person incurring the expenditure; or

(ii) eligible to be deducted as an expense under 26 U.S.C. 263(c) Internal Revenue 
Code), as amended;

(2) does not include an expenditure incurred to acquire an asset (A) the cost of 
previously acquiring which was a lease expenditure under AS 43.55.165 or would have 
been a lease expenditure under AS 43.55.165 if it had been incurred after March 31, 
2006; for purposes of this subparagraph, "asset" includes geological, geophysical, and 
well data and interpretations; or (B) that has previously been placed in service in the state; 
an expenditure to acquire an asset is not excluded under this paragraph if not more than 
an immaterial portion of the asset meets a description under this paragraph.

Sec. 43.55.024. Additional nontransferable tax credits.

(a) For a calendar year for which a producer's tax liability under AS 43.55.011 (e) 
on oil and gas produced from leases or properties outside the Cook Inlet sedimentary 
basin, no part of which is north of 68 degrees North latitude, exceeds zero before 
application of any credits under this chapter, a producer that is qualified under (e) of this 
section may apply a tax credit against that liability of not more than $6,000,000.

(b) A producer may not take a tax credit under (a) of this section for any calendar 
year after the later of

(1) 2016; or

(2) the ninth calendar year after the calendar year during which the producer first 
has commercial oil or gas production before May 1, 2016, from at least one lease or 
property in the state outside the Cook Inlet sedimentary basin, no part of which is north of 
68 degrees North latitude, if the producer did not have commercial oil or gas production 
from a lease or property in the state outside the Cook Inlet sedimentary basin, no part of 
which is north of 68 degrees North latitude, before April 1, 2006.

(c) For a calendar year for which a producer's tax liability under AS 43.55.011 (e) 
exceeds zero before application of any credits under this chapter, other than a credit under 
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(a) of this section but after application of any credit under (a) of this section, a producer 
that is qualified under (e) of this section and whose average amount of oil and gas 
produced a day and taxable under AS 43.55.011 (e) is less than 100,000 BTU equivalent 
barrels a day may apply a tax credit under this subsection against that liability. A 
producer whose average amount of oil and gas produced a day and taxable under AS 
43.55.011 (e) is

(1) not more than 50,000 BTU equivalent barrels may apply a tax credit of not more 
than $12,000,000 for the calendar year;

(2) more than 50,000 and less than 100,000 BTU equivalent barrels may apply a tax 
credit of not more than $12,000,000 multiplied by the following fraction for the calendar 
year:

1 &minus; [2 X (AP &minus; 50,000)] &divide; 100,000

where AP = the average amount of oil and gas taxable under AS 43.55.011(e), produced a 
day during the calendar year in BTU equivalent barrels.

(d) A producer may not take a tax credit under (c) of this section for any calendar 
year after the later of

(1) 2016; or

(2) if the producer did not have commercial oil or gas production from a lease or 
property in the state before April 1, 2006, the ninth calendar year after the calendar year 
during which the producer first has commercial oil or gas production before May 1, 2016, 
from at least one lease or property in the state.

(e) On written application by a producer that includes any information the 
department may require, the department shall determine whether the producer qualifies 
for a calendar year under this section. To qualify under this section, a producer must 
demonstrate that its operation in the state or its ownership of an interest in a lease or 
property in the state as a distinct producer would not result in the division among multiple 
producer entities of any production tax liability under AS 43.55.011 (e) that reasonably 
would be expected to be attributed to a single producer if the tax credit provisions of (a) 
or (c) of this section did not exist.

(f) A tax credit authorized by (a) of this section may not be applied to reduce a 
producer's tax liability for any calendar year under AS 43.55.011 (e) on oil and gas 
produced from leases or properties outside the Cook Inlet sedimentary basin, no part of 
which is north of 68 degrees North latitude, below zero.
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(g) A tax credit authorized by (c) of this section may not be applied to reduce a 
producer's tax liability for any calendar year under AS 43.55.011 (e) below zero.

(h) An unused tax credit or portion of a tax credit under this section is not 
transferable and may not be carried forward for use in a later calendar year.

Sec. 43.55.025. Alternative tax credit for oil and gas exploration.

(a) Subject to the terms and conditions of this section, a credit against the production 
tax due under AS 43.55.011 (e) or (f) is allowed for exploration expenditures that qualify 
under (b) of this section in an amount equal to one of the following:

(1) 20 percent of the total exploration expenditures that qualify only under (b) and 
(c) of this section;

(2) 20 percent of the total exploration expenditures for work performed before July 
1, 2007, and that qualify only under (b) and (d) of this section;

(3) 40 percent of the total exploration expenditures that qualify under (b), (c), and 
(d) of this section; or

(4) 40 percent of the total exploration expenditures that qualify only under (b) and 
(e) of this section.

(b) To qualify for the production tax credit under (a) of this section, an exploration 
expenditure must be incurred for work performed on or after July 1, 2003, and before July 
1, 2016, except that an exploration expenditure for a Cook Inlet prospect must be incurred 
for work performed on or after July 1, 2005, and

(1) may be for seismic or geophysical exploration costs not connected with a 
specific well;

(2) if for an exploration well,

(A) must be incurred by an explorer that holds an interest in the exploration well for 
which the production tax credit is claimed;

(B) may be for either an oil or gas discovery well or a dry hole; and

(C) must be for goods, services, or rentals of personal property reasonably required 
for the surface preparation, drilling, casing, cementing, and logging of an exploration 
well, and, in the case of a dry hole, for the expenses required for abandonment if the well 
is abandoned within 18 months after the date the well was spudded;
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(3) may not be for testing, stimulation, or completion costs; administration, 
supervision, engineering, or lease operating costs; geological or management costs; 
community relations or environmental costs; bonuses, taxes, or other payments to 
governments related to the well; or other costs that are generally recognized as indirect 
costs or financing costs; and

(4) may not be incurred for an exploration well or seismic exploration that is 
included in a plan of exploration or a plan of development for any unit on May 13, 2003.

(c) To be eligible for the 20 percent production tax credit authorized by (a)(1) of this 
section or the 40 percent production tax credit authorized by (a)(3) of this section, 
exploration expenditures must

(1) qualify under (b) of this section; and

(2) be for an exploration well, subject to the following:

(A) for an exploration well other than a well that is described in (B) of this 
paragraph, the well must be located and drilled in such a manner that the bottom hole is 
located not less than three miles away from the bottom hole of a preexisting suspended, 
completed, or abandoned oil or gas well; in this subparagraph, "preexisting" means a well 
that was spudded more than 150 days but less than 35 years before the exploration well 
was spudded;

(B) for an exploration well that explores a Cook Inlet prospect, the well must be 
located at least three miles from any other well drilled for oil and gas with all distances 
measured as the horizontal distance between exploration targets, except that the 
exploration well that is located within three miles of a well drilled for oil and gas qualifies 
for the tax credit authorized by this subsection if the exploration well tests potential 
hydrocarbon traps that the commissioner of natural resources determines, after analyzing 
evidence submitted by the explorer and from other information that the commissioner of 
natural resources determines relevant, constitute a distinctly separate exploration target.

(d) To be eligible for the 20 percent production tax credit authorized by (a)(2) of this 
section or the 40 percent production tax credit authorized by (a)(3) of this section, an 
exploration expenditure must

(1) qualify under (b) of this section; and

(2) be for an exploration well that is located not less than 25 miles outside of the 
outer boundary, as delineated on July 1, 2003, of any unit that is under a plan of 
development, except that for an exploration well for a Cook Inlet prospect to qualify 
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under this paragraph, the exploration well must be located not less than 10 miles outside 
the outer boundary, as delineated on July 1, 2003, of any unit that is under a plan of 
development.

(e) To be eligible for the 40 percent production tax credit authorized by (a)(4) of this 
section, the exploration expenditure must

(1) qualify under (b) of this section;

(2) be for seismic exploration; and

(3) have been conducted outside the boundaries of a production unit or an 
exploration unit; however, the amount of the expenditure that is otherwise eligible under 
this subsection is reduced proportionately by the portion of the seismic exploration 
activity that crossed into a production unit or an exploration unit.

(f) For a production tax credit under this section,

(1) an explorer shall, in a form prescribed by the department and within six months 
of the completion of the exploration activity, claim the credit and submit information 
sufficient to demonstrate to the department's satisfaction that the claimed exploration 
expenditures qualify under this section;

(2) an explorer shall agree, in writing,

(A) to notify the Department of Natural Resources, within 30 days after completion 
of seismic or geophysical data processing, completion of a well, or filing of a claim for 
credit, whichever is the latest, for which exploration costs are claimed, of the date of 
completion and submit a report to that department describing the processing sequence and 
providing a list of data sets available; if, under (c)(2)(B) of this section, an explorer 
submits a claim for a credit for expenditures for an exploration well that is located within 
three miles of a well already drilled for oil and gas, in addition to the submissions 
required under (1) of this subsection, the explorer shall submit the information necessary 
for the commissioner of natural resources to evaluate the validity of the explorer's claim 
that the well is directed at a distinctly separate exploration target, and the commissioner 
of natural resources shall, upon receipt of all evidence sufficient for the commissioner to 
evaluate the explorer's claim, make that determination within 60 days;

(B) to provide to the Department of Natural Resources, within 30 days after the date 
of a request, specific data sets, ancillary data, and reports identified in (A) of this 
paragraph;

(C) that, notwithstanding any provision of AS 38, information provided under this 
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paragraph will be held confidential by the Department of Natural Resources for 10 years 
following the completion date, at which time that department will release the information 
after 30 days' public notice;

(3) if more than one explorer holds an interest in a well or seismic exploration, each 
explorer may claim an amount of credit that is proportional to the explorer's cost incurred;

(4) the department may exercise the full extent of its powers as though the explorer 
were a taxpayer under this title, in order to verify that the claimed expenditures are 
qualified exploration expenditures under this section; and

(5) if the department is satisfied that the explorer's claimed expenditures are 
qualified under this section, the department shall issue to the explorer a production tax 
credit certificate for the amount of credit to be allowed against production taxes due under 
AS 43.55.011(e) or (f).

(g) An explorer, other than an entity that is exempt from taxation under this chapter, 
may transfer, convey, or sell its production tax credit certificate to any person, and any 
person who receives a production tax credit certificate may also transfer, convey, or sell 
the certificate.

(h) A producer that purchases a production tax credit certificate may apply the 
credits against its production tax liability under AS 43.55.011 (e) or (f). Regardless of the 
price the producer paid for the certificate, the producer may receive a credit against its 
production tax liability for the full amount of the credit, but for not more than the amount 
for which the certificate is issued. A production tax credit allowed under this section may 
not be applied more than once.

(i) For a production tax credit under this section,

(1) the amount of the credit that may be applied against the production tax for each 
calendar year may not exceed the total production tax liability under AS 43.55.011 (e) or 
(f) of the taxpayer applying the credit for the same calendar year; and

(2) an amount of the production tax credit that is greater than the total tax liability 
under AS 43.55.011 (e) or (f) of the taxpayer applying the credit for a calendar year may 
be carried forward and applied against the taxpayer's production tax liability under AS 
43.55.011(e) or (f) in one or more immediately following calendar years.

(j) Notwithstanding any other provision of this title, of AS 31.05, or of AS 
40.25.100 , the department shall provide to the Department of Natural Resources 
information submitted with a claim under this section to support the eligibility of an 
exploration expenditure, including seismic exploration data and well data, and any 
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information described in (f)(2) of this section received by the department.

(k) In this section,

(1) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(2) "Cook Inlet prospect" means a location within the Cook Inlet sedimentary basin, 
as that term is defined by regulation adopted to implement AS 38.05.180 (f)(4);

(3) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

Sec. 43.55.028. Oil and gas tax credit fund established; cash purchases of tax credit 
certificates.

(a) The oil and gas tax credit fund is established as a separate fund of the state. The 
purpose of the fund is to purchase certain transferable tax credit certificates issued under 
AS 43.55.023 and certain production tax credit certificates issued under AS 43.55.025 .

(b) The oil and gas tax credit fund consists of

(1) money appropriated to the fund, including any appropriation of the percentage 
provided under (c) of this section of all revenue from taxes levied by AS 43.55.011 that is 
not required to be deposited in the constitutional budget reserve fund established in art. 
IX, sec. 17(a), Constitution of the State of Alaska; and

(2) earnings on the fund.

(c) The applicable percentage for a fiscal year under (b)(1) of this section is 
determined with reference to the average price or value forecast by the department for 
Alaska North Slope oil sold or otherwise disposed of on the United States West Coast 
during the fiscal year for which the appropriation of revenue from taxes levied by AS 
43.55.011 is made. If that forecast is

(1) $60 a barrel or higher, the applicable percentage is 10 percent;

(2) less than $60 a barrel, the applicable percentage is 15 percent.

(d) The department shall manage the fund.

(e) The department, on the written application of the person to whom a transferable 
tax credit certificate has been issued under AS 43.55.023(d) or a production tax credit 
certificate has been issued under AS 43.55.025 (f), may use available money in the oil 

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4355020!27]/doc/{@17507}? (14 of 23) [2/11/2008 11:33:23 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4355023']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4355025']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4355025']/doc/{@1}?firsthit


DOC Frame Page

and gas tax credit fund to purchase, in whole or in part, the certificate if the department 
finds that

(1) the calendar year of the purchase is not earlier than the first calendar year for 
which the credit shown on the certificate would otherwise be allowed to be applied 
against a tax;

(2) within 24 months after applying for the transferable tax credit certificate or filing 
a claim for the production tax credit certificate, the applicant incurred a qualified capital 
expenditure or was the successful bidder on a bid submitted for a lease on state land under 
AS 38.05.180 (f);

(3) the amount expended for the purchase would not exceed the total of qualified 
capital expenditures and successful bids described in (2) of this subsection that have not 
been the subject of a finding made under this paragraph for purposes of a previous 
purchase of a certificate;

(4) the applicant does not have an outstanding liability to the state for unpaid 
delinquent taxes under this title;

(5) the applicant's total tax liability under AS 43.55.011 (e), after application of all 
available tax credits, for the calendar year in which the application is made is zero;

(6) the applicant's average daily production of oil and gas taxable under AS 
43.55.011 (e) during the calendar year preceding the calendar year in which the 
application is made was not more than 50,000 BTU equivalent barrels; and

(7) the purchase is consistent with this section and regulations adopted under this 
section.

(f) Money in the fund remaining at the end of a fiscal year does not lapse and 
remains available for expenditure in successive fiscal years.

(g) The department may adopt regulations to carry out the purposes of this section, 
including standards and procedures to allocate available money among applications for 
purchases the total amount of which exceeds the amount of available money in the fund.

(h) Nothing in this section creates a dedicated fund.

(i) In this section, "qualified capital expenditure" has the meaning given in AS 
43.55.023 .

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4355020!27]/doc/{@17507}? (15 of 23) [2/11/2008 11:33:23 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4355023']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4355023']/doc/{@1}?firsthit


DOC Frame Page

Sec. 43.55.030. Filing of statements.

(a) A producer that produces oil or gas from a lease or property in the state during a 
calendar year, whether or not any tax payment is due under AS 43.55.020 (a) for that oil 
or gas, shall file with the department on March 31 of the following year a statement, 
under oath, in a form prescribed by the department, giving, with other information 
required, the following:

(1) a description of each lease or property from which oil or gas was produced, by 
name, legal description, lease number, or accounting codes assigned by the department;

(2) the names of the producer and, if different, the person paying the tax, if any;

(3) the gross amount of oil and the gross amount of gas produced from each lease or 
property, and the percentage of the gross amount of oil and gas owned by the producer;

(4) the gross value at the point of production of the oil and of the gas produced from 
each lease or property owned by the producer and the costs of transportation of the oil and 
gas;

(5) the name of the first purchaser and the price received for the oil and for the gas, 
unless relieved from this requirement in whole or in part by the department;

(6) the producer's qualified capital expenditures, as defined in AS 43.55.023, other 
lease expenditures under AS 43.55.165 , and adjustments or other payments or credits 
under AS 43.55.170 ;

(7) the production tax values of the oil and gas under AS 43.55.160 ;

(8) any claims for tax credits to be applied; and

(9) calculations showing the amounts, if any, that were or are due under AS 
43.55.020 (a) and interest on any underpayment or overpayment.

(b) [Repealed, Sec. 11 ch 101 SLA 1972].

(c) [Repealed, Sec. 11 ch 101 SLA 1972].

(d) Reports required under this section are delinquent the first day following the day 
the report is due. The person required to file the report is liable for a penalty, as 
determined by the department under standards adopted in regulation by the department, of 
not more than $1,000 for each day the person fails to file the report at the time required. 
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The penalty is in addition to the penalties in AS 43.05.220 and 43.05.290 and is assessed, 
collected, and paid in the same manner as a tax deficiency under this title. In this 
subsection, "report" includes a statement.

(e) An explorer or producer that incurs a lease expenditure under AS 43.55.165 or 
receives a payment or credit under AS 43.55.170 during a calendar year but does not 
produce oil or gas from a lease or property in the state during the calendar year shall file 
with the department on March 31 of the following year a statement, under oath, in a form 
prescribed by the department, giving, with other information required, the following:

(1) the producer's qualified capital expenditures, as defined in AS 43.55.023, other 
lease expenditures under AS 43.55.165 , and adjustments or other payments or credits 
under AS 43.55.170 ; and

(2) if the explorer or producer receives a payment or credit under AS 43.55.170, 
calculations showing whether the explorer or producer is liable for a tax under AS 
43.55.160 (d) or 43.55.170(b) and, if so, the amount.

(f) The department may require a producer, an explorer, or an operator of a lease or 
property to file monthly reports, as applicable, of

(1) the amounts and gross value at the point of production of oil and gas produced;

(2) transportation costs of the oil and gas;

(3) any unscheduled interruption of, or reduction in the rate of, oil or gas production;

(4) lease expenditures and adjustments under AS 43.55.165 and 43.55.170;

(5) joint interest billings;

(6) contracts for the sale or transportation of oil or gas;

(7) information and calculations used in determining monthly installment payments 
of estimated tax under AS 43.55.020 (a); and

(8) other records and information the department considers necessary for the 
administration of this chapter.

Sec. 43.55.040. Powers of Department of Revenue.

Except as provided in AS 43.05.405 - 43.05.499, the department may
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(1) require a person engaged in production and the agent or employee of the person, 
and the purchaser of oil or gas, or the owner of a royalty interest in oil or gas to furnish, 
whether by the filing of regular statements or reports or otherwise, additional information 
that is considered by the department as necessary to compute the amount of the tax; 
notwithstanding any contrary provision of law, the disclosure of additional information 
under this paragraph to the producer obligated to pay the tax does not violate AS 
40.25.100 (a) or AS 43.05.230(a); before disclosing information under this paragraph that 
is otherwise required to be held confidential under AS 40.25.100 (a) or AS 43.05.230 (a), 
the department shall

(A) provide the person that furnished the information a reasonable opportunity to be 
heard regarding the proposed disclosure and the conditions to be imposed under (B) of 
this paragraph; and

(B) impose appropriate conditions limiting

(i) access to the information to those legal counsel, consultants, employees, officers, 
and agents of the producer who have a need to know that information for the purpose of 
determining or contesting the producer's tax obligation; and

(ii) the use of the information to use for that purpose;

(2) examine the books, records, and files of the person;

(3) conduct hearings and compel the attendance of witnesses and the production of 
books, records, and papers of any person;

(4) make an investigation or hold an inquiry that is considered necessary to a 
disclosure of the facts as to

(A) the amount of production from any oil or gas location, or of a company or other 
producer of oil or gas; and

(B) the rendition of the oil and gas for taxing purposes;

(5) require a producer, an explorer, or an operator of a lease or property to file 
reports and copies of records that the department considers necessary to forecast state 
revenue under this chapter; in the case of reports and copies of records relating to 
proposed, expected, or approved unit expenditures for a unit for which one or more 
working interest owners other than the operator have authority to approve unit 
expenditures, the required reports and copies of records are limited to those reports or 
copies of records that constitute or disclose communications between the operator and the 
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working interest owners relating to unit budget matters;

(6) require a producer that has an average total production in the state of more than 
100,000 barrels a day for a calendar year to report the gross value at the point of 
production of the producer's taxable oil and gas in the state for a calendar year and the 
total amount of lease expenditures in the state for that calendar year; and

(7) assess against a person required under this section to file a report, statement, or 
other document a penalty, as determined by the department under standards adopted in 
regulation by the department, of not more than $1,000 for each day the person fails to file 
the report, statement, or other document after notice by the department; the penalty is in 
addition to any penalties under AS 43.05.220 and 43.05.290 and is assessed, collected, 
and paid in the same manner as a tax deficiency under this title; the penalty shall bear 
interest at the rate specified under AS 43.05.225 (1).

Sec. 43.55.050. Incorrect returns.

The department may determine whether or not a return required by this chapter to be filed 
with it is correct. If a person makes an untrue or incorrect return of the gross production 
or the value of it, or fails or refuses to make a return, the department shall, under 
regulations adopted by it, determine the correct amount of gross production or the value 
of it, and compute the tax.

Sec. 43.55.060. Delinquency.

When the tax provided for in this chapter becomes delinquent, it bears interest as 
provided in AS 43.05.225 (1). If any person fails to make a report required by this 
chapter, within the time prescribed by law for the report, the department shall examine the 
books, records and files of the person to determine the amount and value of the 
production to compute the tax, and the department shall add to the tax the cost of the 
examination, together with any penalties accrued.

Sec. 43.55.070. Lien for tax. [Repealed, Sec. 4 ch 94 SLA 1976. For current law, see AS 
43.10.035 ].

Repealed or Renumbered

Sec. 43.55.075. Limitation on assessment and amended returns.

(a) Except as provided in AS 43.05.260 (c), the amount of a tax imposed by this 
chapter must be assessed within six years after the return was filed.

(b) A decision of a regulatory agency, court, or other body with authority to resolve 
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disputes that results in a retroactive change to a lease expenditure, to an adjustment to a 
lease expenditure, to costs of transportation, to sale price, to prevailing value, or to 
consideration of quality differentials relating to the commingling of oils has a 
corresponding effect, either an increase or decrease, as applicable, on the production tax 
value of oil or gas or the amount or availability of a tax credit as determined under this 
chapter. For purposes of this section, a change to a lease expenditure includes a change in 
the categorization of a lease expenditure as a qualified capital expenditure or as not a 
qualified capital expenditure. The producer shall

(1) within 60 days after the change, notify the department in writing; and

(2) within 120 days after the change, file amended returns covering all periods 
affected by the change, unless the department agrees otherwise or a stay is in place that 
affects the filing or payment, regardless of the pendency of appeals of the decision.

(c) If an alteration in or modification of a producer's federal income tax return or a 
recomputation of the producer's federal income tax or determination of deficiency occurs 
that affects the amount of a tax imposed on the producer under this chapter, the producer 
shall

(1) within 60 days after the final determination of the alteration, modification, 
recomputation, or deficiency, notify the department in writing; and

(2) within 120 days after the final determination of the alteration, modification, 
recomputation, or deficiency, file amended returns covering all affected periods.

(d) In this section,

(1) "qualified capital expenditure" has the meaning given in AS 43.55.023;

(2) "return" includes a report, a statement, and an amended return, report, or 
statement.

Sec. 43.55.080. Collection and deposit of revenue.

Except as otherwise provided under art. IX, sec. 17, Constitution of the State of Alaska, 
the department shall deposit in the general fund the money collected by it under AS 
43.55.011 - 43.55.180.

Sec. 43.55.090. Refunds.

In case of overpayment, duplicate payment or payment made in error, the department may 
refund the amount of the overpayment under AS 43.10.210.
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Sec. 43.55.100. Acceptance of deductions. [Repealed, Sec. 15 ch 101 SLA 1972].

Repealed or Renumbered

Sec. 43.55.110. Administration.

(a) The department may adopt regulations for the purpose of making and filing 
reports required by this chapter and otherwise necessary to the enforcement of this 
chapter.

(b) The department may require a sufficient bond from every person charged with 
the making and filing of reports and the payment of the tax. The bond shall run to the 
state and shall be conditioned upon the making and filing of reports as required by law, 
upon compliance with the regulations of the department, and for the prompt payment, by 
the principal on the bond, of all taxes due the state by virtue of this chapter.

(c) If reports required have not been filed, or are insufficient to furnish the 
information required by the department, the department shall institute, in the name of the 
state upon relation of the department, the necessary action or proceedings to enjoin the 
person from continuing operations until the reports are filed.

(d) Upon showing that the state is in danger of losing its claims or the property is 
being mismanaged, dissipated or concealed, a receiver shall be appointed at the suit of the 
state.

(e) The department may require that returns, statements, reports, notifications, and 
applications filed under this chapter be filed electronically in a form and manner 
approved or prescribed by the department.

(f) The department may require that payments required under this chapter be made 
electronically in a form and manner approved or prescribed by the department.

(g) Notwithstanding AS 44.62, the department may issue, for the information and 
guidance of producers, explorers, and other interested persons, advisory bulletins stating 
the department's interpretation of provisions of this chapter and of regulations adopted 
under this chapter. Unless otherwise provided by the department by regulation, 
interpretations stated in the advisory bulletins are not binding on the department or others.

(h) Subject to legislative appropriation, the department may compensate a person 
who provides information to the department about noncompliance with the provisions of 
this chapter by an explorer or a producer of oil or gas if that information leads to the 
collection of additional taxes, penalties, or interest from the producer. The amount of 
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compensation under this subsection may not exceed the lesser of $500,000 or 10 percent 
of the additional tax, penalty, or interest collected as a result of the information. A state 
employee or an agent of the state is not eligible for compensation under this subsection.

(i) A person who, under (h) of this section, provides, in bad faith, to the department 
erroneous information about noncompliance with the provisions of this chapter by an 
explorer or producer of oil or gas shall pay to the

(1) department all expenses related to the department's investigation of the alleged 
noncompliance; and

(2) explorer or producer about whom the noncompliance was alleged all expenses 
that are incurred by the explorer or producer relating to the department's investigation of 
the alleged noncompliance.

Sec. 43.55.120. - 43.55.130l Noncompliance and false reports. [Repealed, Sec. 46 ch 113 
SLA 1980. For criminal penalties, see AS 43.05.290].

Repealed or Renumbered

Sec. 43.55.135. Measurement.

For the purposes of AS 43.55.011 - 43.55.180, except as otherwise provided, oil is 
measured in terms of a "barrel of oil" and gas is measured in terms of a "cubic foot of 
gas."

Sec. 43.55.140. [Renumbered as AS 43.55.900 ].

Repealed or Renumbered

Sec. 43.55.150. Determination of gross value at the point of production.

(a) For the purposes of AS 43.55.011 - 43.55.180, the gross value at the point of 
production is calculated using the actual costs of transportation of the oil or gas, except 
when the

(1) shipper of oil or gas is affiliated with the transportation carrier or with a person 
that owns an interest in the transportation facility;

(2) contract for the transportation of oil or gas is not an arm's length transaction; or

(3) method or terms of transportation of oil or gas are not reasonable in view of 
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existing alternative transportation options.

(b) If the department finds that a condition in (a)(1), (2), or (3) of this section is 
present, the gross value at the point of production is calculated using the actual costs of 
transportation, or the reasonable costs of transportation as determined under this 
subsection, whichever is lower. The department shall determine the reasonable costs of 
transportation, using the fair market value of like transportation, the fair market value of 
equally efficient and available alternative modes of transportation, or other reasonable 
methods. Transportation costs fixed by tariff rates that have been adjudicated as just and 
reasonable by the Regulatory Commission of Alaska or another regulatory agency and 
transportation costs in an arm's length transaction paid by parties not affiliated with an 
owner of the method of transportation shall be considered prima facie reasonable.

(c) In determining the gross value of oil under this section, the department may not 
allow as reasonable costs of transportation

(1) the amount of loss of or damage to, or of expense incurred due to the loss of or 
damage to, a vessel used to transport oil if the loss, damage, or expense is incurred in 
connection with a catastrophic oil discharge from the vessel into the marine or inland 
waters of the state;

(2) the incremental costs of transportation of the oil that are attributable to 
temporary use of or chartered or substituted service provided by another vessel due to the 
loss of or damage to a vessel regularly used to transport oil and that are incurred in 
connection with a catastrophic oil discharge into the marine or inland waters of the state; 
and

(3) the costs incurred to charter, contract, or hire vessels and equipment used to 
contain or clean up a catastrophic oil discharge.
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Sec. 38.05.180. Oil and gas and gas only leasing.

(a) The legislature finds that

(1) the people of Alaska have an interest in the development of the state's oil and gas 
resources to

(A) maximize the economic and physical recovery of the resources;

(B) maximize competition among parties seeking to explore and develop the 
resources;

(C) maximize use of Alaska's human resources in the development of the resources;

(2) it is in the best interests of the state

(A) to encourage an assessment of its oil and gas resources and to allow the 
maximum flexibility in the methods of issuing leases to

(i) recognize the many varied geographical regions of the state and the different 
costs of exploring for oil and gas in these regions;

(ii) minimize the adverse impact of exploration, development, production, and 
transportation activity; and

(B) to offer acreage for oil and gas leases or for gas only leases, specifically 
including

(i) state acreage that has been the subject of a best interest finding at annual 
areawide lease sales; and

(ii) land in areas that, under (d) of this section, may be leased without having been 
included in the leasing program prepared and submitted under (b) of this section.

(b) The commissioner shall annually prepare and, before February 1 of each 
calendar year notify the legislature of a five-year program of proposed oil and gas lease 
sales and proposed gas only lease sales, specifying as precisely as practicable the location 
of tracts to be offered for leasing during the calendar year of the notification and the 
following four calendar years. The commissioner may, at any time, notify the legislature 
of revisions, including additions, to the program. Notification to each legislator, by 
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electronic message or other written means, constitutes notification to the legislature under 
this subsection.

(c) Except as provided in (d) and (w) of this section, an oil and gas lease sale or gas 
only lease sale may not be held unless it was included in the proposed leasing programs 
submitted to the legislature during the two calendar years preceding the year in which the 
sale is held. A lease sale, whether for oil and gas or for gas only, may not be held before 
the date it is scheduled in the proposed oil and gas leasing program.

(d) The commissioner

(1) may annually offer leases for oil and gas or leases for gas only of the acreage 
described in AS 38.05.035 (e)(6)(F);

(2) may issue leases in an area that has not been included in a leasing program 
prepared, in accordance with (b) of this section, if the land to be leased

(A) was previously subject to a valid state oil and gas lease, a valid state gas lease, 
or a valid federal oil and gas lease;

(B) is contiguous to land already under state, federal, or private lease and the 
commissioner makes a written finding, after hearing, that leasing of the land would result 
in a substantial probability of early evaluation and development of the land to be leased;

(C) is adjacent to land owned or controlled by another party on which a discovery of 
commercial quantities of oil or gas has been made, and the commissioner finds, after 
hearing, that there is a reasonable probability that the land to be leased contains oil or gas 
in communication with the oil or gas discovered on the land of the other party;

(D) is adjacent to land included in the federal five-year Outer Continental Shelf 
leasing program under 43 U.S.C. 1344, and the commissioner makes a written finding, 
after hearing, that coordinated or simultaneous leasing with the federal government is in 
the public interest; or

(E) is the subject of an exploration license issued under AS 38.05.131 - 38.05.134; 
however, if the license issued was for exploration for and recovery of gas only, then the 
lease issued under this subsection shall be limited to exploration for and recovery of gas 
only.

(e) The commissioner shall annually prepare and notify the legislature of the 
availability of a report containing the following:

(1) the schedule of all lease sales held during the preceding calendar year, the 
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bidding method or methods utilized, and an analysis of the results of the bidding;

(2) if determined, a description of the bidding methods to be used for all lease sales 
to be held during the current and next two succeeding calendar years;

(3) the reasons a particular bidding method has been selected.

(f) Except as provided by AS 38.05.131 - 38.05.134, the commissioner may issue oil 
and gas leases or leases for gas only on state land to the highest responsible qualified 
bidder as follows:

(1) the commissioner shall issue an oil and gas lease or a gas only lease, as 
appropriate, to the successful bidder determined by competitive bidding under regulations 
adopted by the commissioner; bidding may be by sealed bid or according to any other 
bidding procedure the commissioner determines is in the best interests of the state;

(2) whenever, under any of the leasing methods listed in this subsection, a royalty 
share is reserved to the state, it shall be delivered in pipeline quality and free of all lease 
or unit expenses, including but not limited to separation, cleaning, dehydration, gathering, 
salt water disposal, and preparation for transportation off the lease or unit area;

(3) following a pre-sale analysis, the commissioner may choose at least one of the 
following leasing methods:

(A) a cash bonus bid with a fixed royalty share reserved to the state of not less than 
12.5 percent in amount or value of the production removed or sold from the lease;

(B) a cash bonus bid with a fixed royalty share reserved to the state of not less than 
12.5 percent in amount or value of the production removed or sold from the lease and a 
fixed share of the net profit derived from the lease of not less than 30 percent reserved to 
the state;

(C) a fixed cash bonus with a royalty share reserved to the state as the bid variable 
but no less than 12.5 percent in amount or value of the production removed or sold from 
the lease;

(D) a fixed cash bonus with the share of the net profit derived from the lease 
reserved to the state as the bid variable;

(E) a fixed cash bonus with a fixed royalty share reserved to the state of not less 
than 12.5 percent in amount or value of the production removed or sold from the lease 
with the share of the net profit derived from the lease reserved to the state as the bid 
variable;

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as3805180!27]/doc/{@15387}? (3 of 32) [2/11/2008 11:33:36 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS3805131']/doc/{@1}?firsthit


DOC Frame Page

(F) a cash bonus bid with a fixed royalty share reserved to the state based on a 
sliding scale according to the volume of production or other factor but in no event less 
than 12.5 percent in amount or value of the production removed or sold from the lease;

(G) a fixed cash bonus with a royalty share reserved to the state based on a sliding 
scale according to the volume of production or other factor as the bid variable but not less 
than 12.5 percent in amount or value of the production removed or sold from the lease;

(4) notwithstanding a requirement in the leasing method chosen of a minimum fixed 
royalty share, on and after March 3, 1997, the lessee under a lease issued in the Cook 
Inlet sedimentary basin who is the first to file with the commissioner a nonconfidential 
sworn statement claiming to be the first to have drilled a well discovering oil or gas in a 
previously undiscovered oil or gas pool and who is certified by the commissioner within 
one year of completion of that discovery well to have drilled a well in that pool that is 
capable of producing in paying quantities shall pay a royalty of five percent on all 
production of oil or gas from that pool attributable to that lease for a period of 10 years 
following the date of discovery of that pool, and thereafter the royalty payable on all 
production of oil or gas from the pool attributable to that lease shall be determined and 
payable as specified in the lease; for purposes of this paragraph, the reduced royalty 
authorized by this paragraph is subject to the following:

(A) only one reduction of royalty authorized by this paragraph may be allowed on 
each lease that qualifies for reduction of royalty under this paragraph;

(B) if, under this paragraph, application is made for a royalty reduction for a lease 
that was entered into before March 3, 1997, the commissioner may approve the 
application only if, on that date, the lease was a nonproducing lease that was not 
committed to a unit approved by the commissioner under (m) of this section, that is not 
part of a unit under (p) or (q) of this section, and that has not been made part of a unit 
under AS 31.05;

(C) if application for a royalty reduction is made under this paragraph for a lease on 
which a discovery royalty was claimed or may be claimed under the discovery royalty 
provisions of former AS 38.05.180(a) in effect before May 6, 1969, the commissioner 
shall disallow the application under this paragraph unless the applicant waives the right to 
claim the right to a reduced royalty under the discovery royalty provisions of former AS 
38.05.180 (a) in effect before May 6, 1969; and

(D) the commissioner shall adopt regulations setting out the standards, criteria, and 
definitions of terms that apply to implement the filing of applications for, and the review 
and certification of, discovery certifications under this paragraph;

(5) notwithstanding and in lieu of a requirement in the leasing method chosen of a 
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minimum fixed royalty share, or the royalty provision of a lease, for leases unitized as 
described in (p) of this section, leases subject to an agreement described in (s) or (t) of 
this section, or interests unitized under AS 31.05, the lessee of all or part of an oil or gas 
field identified in this section that has been granted approval of a written plan submitted 
to the Alaska Oil and Gas Conservation Commission under AS 31.05.030 (i) shall, 
subject to (dd) of this section, pay a royalty of five percent on the first 25,000,000 barrels 
of oil and the first 35,000,000,000 cubic feet of gas produced for sale from that field that 
occurs in the 10 years following the date on which the production for sale commences; 
the fields eligible for royalty reduction under this paragraph, all of which are located 
within the Cook Inlet sedimentary basin, were discovered before January 1, 1988, and 
have been undeveloped or shut in from at least January 1, 1988, through December 31, 
1997, are

(A) Falls Creek;

(B) Nicolai Creek;

(C) North Fork;

(D) Point Starichkof;

(E) Redoubt Shoal; and

(F) West Foreland;

(6) notwithstanding and in lieu of a requirement in the leasing method chosen of a 
minimum fixed royalty share, or the royalty provision of a lease, for leases unitized as 
described in (p) of this section, leases subject to an agreement described in (s) or (t) of 
this section, or interests unitized under AS 31.05, the lessee of all or part of an oil field 
located offshore in Cook Inlet on which an oil production platform specified in (A), (C), 
or (E) of this paragraph operates, or the lessee of all or part of the field located offshore in 
Cook Inlet and described in (G) of this paragraph,

(A) shall pay a royalty of five percent on oil produced from the platform if oil 
production that equaled or exceeded a volume of 1,200 barrels a day declines to less than 
that amount for a period of at least one calendar quarter, as certified by the Alaska Oil and 
Gas Conservation Commission, for as long as the volume of oil produced from the 
platform remains less than 1,200 barrels a day; the provisions of this subparagraph apply 
to

(i) Dolly;

(ii) Grayling;
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(iii) King Salmon;

(iv) Steelhead; and

(v) Monopod;

(B) shall pay a royalty calculated under this subparagraph if the volume of oil 
produced from the platform that was certified by the Alaska Oil and Gas Conservation 
Commission under (A) of this paragraph later increases to 1,200 or more barrels a day 
and remains at 1,200 or more barrels a day for a period of at least one calendar quarter; 
until the royalty rate determined under this subparagraph applies, the royalty continues to 
be calculated under (A) of this paragraph; on and after the first day of the month 
following the month the increased production exceeds the period specified in this 
subparagraph, the royalty payable under this subparagraph is

(i) for production of at least 1,200 barrels a day but not more than 1,300 barrels a 
day - seven percent;

(ii) for production of more than 1,300 barrels a day but not more than 1,400 barrels a 
day - 8.5 percent;

(iii) for production of more than 1,400 barrels a day but not more than 1,500 barrels 
a day - 10 percent; and

(iv) for production of more than 1,500 barrels a day - 12.5 percent;

(C) shall pay a royalty of five percent on oil produced from the platform if oil 
production that equaled or exceeded a volume of 975 barrels a day declines to less than 
that amount for a period of at least one calendar quarter, as certified by the Alaska Oil and 
Gas Conservation Commission, for as long as the volume of oil produced from the 
platform remains less than 975 barrels a day; the provisions of this subparagraph apply to

(i) Baker;

(ii) Dillon;

(iii) XTO.A; and

(iv) XTO.C;

(D) shall pay a royalty calculated under this subparagraph if the volume of oil 
produced from the platform that was certified by the Alaska Oil and Gas Conservation 
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Commission under (C) of this paragraph later increases to 975 or more barrels a day and 
remains at 975 or more barrels a day for a period of at least one calendar quarter; until the 
royalty rate determined under this subparagraph applies, the royalty continues to be 
calculated under (C) of this paragraph; on and after the first day of the month following 
the month the increased production exceeds the period specified in this subparagraph, the 
royalty payable under this subparagraph is

(i) for production of at least 975 barrels a day but not more than 1,100 barrels a day 
- seven percent;

(ii) for production of more than 1,100 barrels a day but not more than 1,200 barrels a 
day - 8.5 percent;

(iii) for production of more than 1,200 barrels a day but not more than 1,350 barrels 
a day - 10 percent; and

(iv) for production of more than 1,350 barrels a day - 12.5 percent;

(E) shall pay a royalty of five percent on oil produced from the platform if oil 
production that equaled or exceeded a volume of 750 barrels a day declines to less than 
that amount for a period of at least one calendar quarter, as certified by the Alaska Oil and 
Gas Conservation Commission, for as long as the volume of oil produced from the 
platform remains less than 750 barrels a day; the provisions of this subparagraph apply to

(i) Granite Point;

(ii) Anna; and

(iii) Bruce;

(F) shall pay a royalty calculated under this subparagraph if the volume of oil 
produced from the platform that was certified by the Alaska Oil and Gas Conservation 
Commission under (E) of this paragraph later increases to 750 or more barrels a day and 
remains at 750 or more barrels a day for a period of at least one calendar quarter; until the 
royalty rate determined under this subparagraph applies, the royalty continues to be 
calculated under (E) of this paragraph; on and after the first day of the month following 
the month the increased production exceeds the period specified in this subparagraph, the 
royalty payable under this subparagraph is

(i) for production of at least 750 barrels a day but not more than 850 barrels a day - 
seven percent;

(ii) for production of more than 850 barrels a day but not more than 1,000 barrels a 
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day - 8.5 percent;

(iii) for production of more than 1,000 barrels a day but not more than 1,200 barrels 
a day - 10 percent; and

(iv) for production of more than 1,200 barrels a day - 12.5 percent;

(G) shall pay a royalty of five percent on oil produced from the field if oil 
production that equaled or exceeded a volume of 750 barrels a day declines to less than 
that amount for a period of at least one calendar quarter, as certified by the Alaska Oil and 
Gas Conservation Commission, for as long as the volume of oil produced from the field 
remains less than 750 barrels a day; the provisions of this subparagraph apply to the West 
McArthur River field;

(H) shall pay a royalty calculated under this subparagraph if the volume of oil 
produced from the field that was certified by the Alaska Oil and Gas Conservation 
Commission under (G) of this paragraph later increases to 750 or more barrels a day and 
remains at 750 or more barrels a day for a period of at least one calendar quarter; until the 
royalty rate determined under this subparagraph applies, the royalty continues to be 
calculated under (G) of this paragraph; on and after the first day of the month following 
the month the increased production exceeds the period specified in this subparagraph, the 
royalty payable under this subparagraph is

(i) for production of at least 750 barrels a day but not more than 850 barrels a day - 
seven percent;

(ii) for production of more than 850 barrels a day but not more than 1,000 barrels a 
day - 8.5 percent;

(iii) for production of more than 1,000 barrels a day but not more than 1,200 barrels 
a day - 10 percent; and

(iv) for production of more than 1,200 barrels a day - 12.5 percent; and

(I) may obtain the benefits of the royalty adjustments set out in (A) - (H) of this 
paragraph only if the commissioner determines that the reduction in production from the 
platform or the field is

(i) based on the average daily production during the calendar quarter based on 
reservoir conditions; and

(ii) not the result of short-term production declines due to mechanical or other choke-
back factors, temporary shutdowns or decreased production due to environmental or 
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facility constraints, or market conditions.

(g) The share of the net profit derived from a lease reserved to the state under (f) of 
this section is royalty sale proceeds for the purposes of the Alaska permanent fund under 
AS 37.13.010 .

(h) The commissioner may include terms in any lease imposing a minimum work 
commitment on the lessee. These terms shall be made public before the sale, and may 
include appropriate penalty provisions to take effect in the event the lessee does not fulfill 
the minimum work commitment. If it is demonstrated that a lease has been proven 
unproductive by actions of adjacent lease holders, the commissioner may set aside a work 
commitment. The commissioner may waive for a period not to exceed one two-year 
period any term of a minimum work commitment if the commissioner makes a written 
finding either that conditions preventing drilling or exploration were beyond the lessee's 
reasonable ability to foresee or control or that the lessee has demonstrated through good 
faith efforts an intent and ability to drill or develop the lease during the term of the waiver.

(i) The commissioner may provide for the establishment of an exploration incentive 
credit system under which a lessee of state land drilling an exploratory well on that land 
may earn credits based upon the footage drilled and the region in which the well is 
situated. The commissioner may also provide for credits to be earned by persons 
performing geophysical work on state land, if that work is performed during the two 
seasons immediately preceding an announced lease sale and on land included within the 
sale area and the geophysical information is made public following the sale. Credits may 
not exceed 50 percent of the cost of the drilling or geophysical work. Credits may be used 
during a limited period established by the commissioner and may be assigned during that 
period. Credits may be applied against (1) royalty and rental payments for oil and gas or 
for gas only payable to the state or (2) taxes payable under AS 43.55. A credit may not 
exceed 50 percent of the payment toward which it is being applied. Amounts due the 
Alaska permanent fund (AS 37.13.010 ) shall be calculated before the application of 
credits under this subsection.

(j) The commissioner

(1) may provide for modification of royalty on individual leases, leases unitized as 
described in (p) of this section, leases subject to an agreement described in (s) or (t) of 
this section, or interests unitized under AS 31.05

(A) to allow for production from an oil or gas field or pool if

(i) the oil or gas field or pool has been sufficiently delineated to the satisfaction of 
the commissioner;
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(ii) the field or pool has not previously produced oil or gas for sale; and

(iii) oil or gas production from the field or pool would not otherwise be 
economically feasible;

(B) to prolong the economic life of an oil or gas field or pool as per barrel or barrel 
equivalent costs increase or as the price of oil or gas decreases, and the increase or 
decrease is sufficient to make future production no longer economically feasible; or

(C) to reestablish production of shut-in oil or gas that would not otherwise be 
economically feasible;

(2) may not grant a royalty modification unless the lessee or lessees requesting the 
change make a clear and convincing showing that a modification of royalty meets the 
requirements of this subsection and is in the best interests of the state;

(3) shall provide for an increase or decrease or other modification of the state's 
royalty share by a sliding scale royalty or other mechanism that shall be based on a 
change in the price of oil or gas and may also be based on other relevant factors such as a 
change in production rate, projected ultimate recovery, development costs, and operating 
costs;

(4) may not grant a royalty reduction for a field or pool

(A) under (1)(A) of this subsection if the royalty modification for the field or pool 
would establish a royalty rate of less than five percent in amount or value of the 
production removed or sold from a lease or leases covering the field or pool;

(B) under (1)(B) or (1)(C) of this subsection if the royalty modification for the field 
or pool would establish a royalty rate of less than three percent in amount or value of the 
production removed or sold from a lease or leases covering the field or pool;

(5) may not grant a royalty reduction under this subsection without including an 
explicit condition that the royalty reduction is not assignable without the prior written 
approval, which may not be unreasonably withheld, by the commissioner; the 
commissioner shall, in the preliminary and final findings and determinations, set out the 
conditions under which the royalty reduction may be assigned;

(6) shall require the lessee or lessees to submit, with the application for the royalty 
reduction, financial and technical data that demonstrate that the requirements of this 
subsection are met; the commissioner

(A) may require disclosure of only the financial and technical data related to 
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development, production, and transportation of oil and gas or gas only from the field or 
pool that are reasonably available to the applicant; and

(B) shall keep the data confidential under AS 38.05.035 (a)(8) at the request of the 
lessee or lessees making application for the royalty reduction; the confidential data may 
be disclosed by the commissioner to legislators and to the legislative auditor and as 
directed by the chair or vice-chair of the Legislative Budget and Audit Committee to the 
director of the division of legislative finance, the permanent employees of their respective 
divisions who are responsible for evaluating a royalty reduction, and to agents or 
contractors of the legislative auditor or the legislative finance director who are engaged 
under contract to evaluate the royalty reduction, if they sign an appropriate confidentiality 
agreement;

(7) may

(A) require the lessee or lessees making application for the royalty reduction under 
(1)(A) of this subsection to pay for the services of an independent contractor, selected by 
the lessee or lessees from a list of qualified consultants compiled by the commissioner, to 
evaluate hydrocarbon development, production, transportation, and economics and to 
assist the commissioner in evaluating the application and financial and technical data; if, 
under this subparagraph, the commissioner requires payment for the services of an 
independent contractor, the total cost of the services to be paid for by the lessee or lessees 
may not exceed $150,000 for each application, and the commissioner shall determine the 
relevant scope of the work to be performed by the contractor; selection of an independent 
contractor under this subparagraph is not subject to AS 36.30;

(B) with the mutual consent of the lessee or lessees making application for the 
royalty reduction under (1)(B) or (1)(C) of this subsection, request payment for the 
services of an independent contractor, selected from a list of qualified consultants to 
evaluate hydrocarbon development, production, transportation, and economics by the 
commissioner to assist the commissioner in evaluating the application and financial and 
technical data; if, under this subparagraph, the commissioner requires payment for the 
services of an independent contractor, the total cost of the services that may be paid for 
by the lessee or lessees may not exceed $150,000 for each application, and the 
commissioner shall determine the relevant scope of the work to be performed by the 
contractor; selection of an independent contractor under this subparagraph is not subject 
to AS 36.30;

(8) shall make and publish a preliminary findings and determination on the royalty 
reduction application, give reasonable public notice of the preliminary findings and 
determination, and invite public comment on the preliminary findings and determination 
during a 30-day period for receipt of public comment;

(9) shall offer to appear before the Legislative Budget and Audit Committee, on a 
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day that is not earlier than 10 days and not later than 20 days after giving public notice 
under (8) of this subsection, to provide the committee a review of the commissioner's 
preliminary findings and determination on the royalty reduction application and 
administrative process; if the Legislative Budget and Audit Committee accepts the 
commissioner's offer, the committee shall give notice of the committee's meeting to all 
members of the legislature;

(10) shall make copies of the preliminary findings and determination available to

(A) the presiding officer of each house of the legislature;

(B) the chairs of the legislature's standing committees on resources; and

(C) the chairs of the legislature's special committees on oil and gas, if any;

(11) shall, within 30 days after the close of the public comment period under (8) of 
this subsection,

(A) prepare a summary of the public response to the commissioner's preliminary 
findings and determination;

(B) make a final findings and determination; the commissioner's final findings and 
determination prepared under this subparagraph regarding a royalty reduction is final and 
not appealable to the court;

(C) transmit a copy of the final findings and determination to the lessee;

(D) with the applicant's consent, amend the applicant's lease or unitization 
agreement consistent with the commissioner's final decision; and

(E) make copies of the final findings and determination available to each person 
who submitted comment under (8) of this subsection and who has filed a request for the 
copies;

(12) is not limited by the provisions of AS 38.05.134 (3) or (f) of this section in the 
commissioner's determination under this subsection.

(k) The commissioner shall define all terms and adopt all regulations necessary for a 
reasonable understanding and evaluation of a particular bidding method before the public 
announcement of the terms of proposed sale employing that method.

(l) Subject to the provisions of AS 31.05, the commissioner has discretion to enter 
into an agreement whereby, with the consent of the lessee, the state's royalty share of 

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as3805180!27]/doc/{@15387}? (12 of 32) [2/11/2008 11:33:36 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS3805134']/doc/{@1}?firsthit


DOC Frame Page

production of oil and gas or gas only may be stored or retained in storage by the lessee, or 
the commissioner may enter into an agreement with one or more of the affected field 
lease holders to trade current royalty production from a field for a like amount, kind, and 
quality of future production, on the condition that the state receives back its stored or 
traded royalty share during the first half of the estimated field life or no later than 15 
years after start of production, whichever is sooner.

(m) An oil and gas lease or a gas only lease must cover a reasonably compact area 
not exceeding 5,760 acres, and may be for a maximum period of 10 years, except that the 
commissioner may issue a lease for a period not less than five years upon a finding that it 
is in the best interests of the state. An oil and gas lease shall be automatically extended if 
and for so long thereafter as oil or gas is produced in paying quantities from the lease or if 
the lease is committed to a unit approved by the commissioner, and a gas only lease shall 
be automatically extended if and for so long thereafter as gas is produced in paying 
quantities from the lease or if the lease is committed to a unit approved by the 
commissioner. A lease issued under this section covering land on which there is a well 
capable of producing oil or gas in paying quantities does not expire because the lessee 
fails to produce oil or gas unless the lessee is allowed reasonable time to place the well on 
a producing status. Upon extension, the commissioner may increase lease rentals so long 
as the increased rental rate does not exceed 150 percent of the rate for the preceding year. 
If drilling has commenced on the expiration date of the primary term of the lease and is 
continued with reasonable diligence, including such operations as redrilling, sidetracking, 
or other means necessary to reach the originally proposed bottom hole location, the lease 
continues in effect until 90 days after drilling has ceased and for so long thereafter as oil 
or gas is produced in paying quantities. An oil and gas lease or a gas only lease issued 
under this section which is subject to termination by reason of cessation of production 
does not terminate if, within 60 days after production ceases, reworking or drilling 
operations are commenced on the land under lease and are thereafter conducted with 
reasonable diligence during the period of nonproduction.

(n) The commissioner may establish by regulation that after a well has been plugged 
and abandoned, the rental rate which was in effect during the year of abandonment is 
maintained for the remainder of the term. Rental is payable in advance and continues until 
income to the state from royalty or net profit share exceeds rental income to the state for 
that year. Under this subsection,

(1) leases for oil and gas or for gas only shall provide for payment to the state of 
rental on the following basis:

(A) for the first year, $1.00 per acre;

(B) for the second year, $1.50 per acre;

(C) for the third year, $2.00 per acre;
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(D) for the fourth year, $2.50 per acre;

(E) for the fifth and following years, $3.00 per acre;

(2) if the lessee under a gas only lease demonstrates to the commissioner that the 
potential resources underlying the lease are reasonably estimated to be only 
nonconventional gas,

(A) the rental payment is $1.00 per acre until the lease expires or paying quantities 
of conventional oil or gas are discovered underlying the lease; and

(B) if the nonconventional gas produced will not be in direct competition with gas 
on which a royalty at a rate of at least 12.5 percent is payable, then the royalty share 
payable to the state on all production of gas from the pool attributable to that lease shall 
be 6.25 percent based upon production delivered in pipeline quality and free of all lease 
expenses, including separation, cleaning, dehydration, gathering, salt water disposal, and 
preparation for transportation off the lease.

(o) Upon timely application as provided by regulation, the state may issue to the 
holder of a federal or private lease, a state shoreland lease covering land within the 
exterior boundaries of the federal or private lease which has been excluded on the basis of 
navigability or which is later administratively or judicially determined to be shoreland. 
The term of such a state shoreland lease shall be the same as the term of the federal or 
private lease.

(p) To conserve the natural resources of all or a part of an oil or gas pool, field, or 
like area, the lessees and their representatives may unite with each other, or jointly or 
separately with others, in collectively adopting or operating under a cooperative or a unit 
plan of development or operation of the pool, field, or like area, or a part of it, when 
determined and certified by the commissioner to be necessary or advisable in the public 
interest. The commissioner may, with the consent of the holders of leases involved, 
establish, change, or revoke drilling, producing, and royalty requirements of the leases 
and adopt regulations with reference to the leases, with like consent on the part of the 
lessees, in connection with the institution and operation of a cooperative or unit plan as 
the commissioner determines necessary or proper to secure the proper protection of the 
public interest. The commissioner may not reduce royalty on leases in connection with a 
cooperative or unit plan except as provided in (j) of this section. The commissioner may 
require a lease issued under this section to contain a provision requiring the lessee to 
operate under a reasonable cooperative or unit plan, and may prescribe a plan under 
which the lessee must operate. The plan must adequately protect all parties in interest, 
including the state.

(q) A plan authorized by (p) of this section, which includes land owned by the state, 
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may contain a provision vesting the commissioner, or a person, committee, or state 
agency, with authority to modify from time to time the rate of prospecting and 
development and the quantity and rate of production under the plan. All leases operated 
under a plan approved or prescribed by the commissioner are excepted in determining 
holdings or control under AS 38.05.140 . The provisions of this section concerning 
cooperative or unit plans are in addition to and do not affect AS 31.05.

(r) Producing acreage on a known geologic structure of a producing oil or gas field 
is excluded from chargeability as against the acreage limitation provisions of AS 
38.05.140 .

(s) When separate tracts cannot be individually developed and operated in 
conformity with an established well-spacing or development program, a lease, or a 
portion of a lease, may be pooled with other land, whether or not owned by the state, 
under a communitization or drilling agreement providing for an apportionment of 
production or royalties among the separate tracts of land comprising the drilling or 
spacing unit when determined by the commissioner to be in the public interest. 
Operations or production under the agreement are considered as operations or production 
as to each lease committed to the agreement. The commissioner may not reduce royalty 
on leases in connection with a communitization or drilling agreement except as provided 
in (j) of this section.

(t) The commissioner may prescribe conditions and approve, on conditions, drilling, 
or development contracts made by one or more lessees of oil or gas leases, with one or 
more persons, when, in the discretion of the commissioner, the conservation of natural 
resources or the public convenience or necessity requires it or the interests of the state are 
best served. All leases operated under approved drilling or development contracts and 
interests under them, are excepted in determining holding or control under AS 38.05.140 . 
The commissioner may not reduce royalty on a lease or leases that are subject to a drilling 
or development contract except as provided in (j) of this section.

(u) To avoid waste or to promote conservation of natural resources, the 
commissioner may authorize the subsurface storage of oil or gas whether or not produced 
from state land, in land leased or subject to lease under this section. This authorization 
may provide for the payment of a storage fee or rental on the stored oil or gas, or, instead 
of the fee or rental, for a royalty other than that prescribed in the lease when the stored oil 
or gas is produced in conjunction with oil or gas not previously produced. A lease on 
which storage is so authorized shall be extended at least for the period of storage and so 
long thereafter as oil or gas not previously produced is produced in paying quantities.

(v) [Repealed, Sec. 36 ch 94 SLA 1980].

(w) Notwithstanding any other provisions of this section, land that was subject to a 
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best interest finding issued within the previous 10 years may be, at the discretion of the 
commissioner, immediately offered for lease, under regulations adopted by the 
commissioner, upon terms appearing most advantageous to the state; however, 
noncompetitive leasing is prohibited. The commissioner shall establish a royalty 
determined to be in the public interest but not less than 12 1/2 percent. A lease must 
provide for payment to the state of rental but need not adhere to the rental schedule in (n) 
of this section nor to the 5,760-acres-per-lease limitation in (m) of this section. The lease 
term may not exceed 10 years, except as provided in (o) of this section.

(x) A lessee conducting or permitting any exploration for, or development or 
production of, oil or gas on state land shall provide the commissioner access to all 
noninterpretive data obtained from that lease and shall provide copies of that data, as the 
commissioner may request. The confidentiality provisions of AS 38.05.035 apply to the 
information obtained under this subsection.

(y) A noncompetitive lease existing at October 10, 1978, shall be extended for a 
period of two years and so long thereafter as oil and gas is produced in paying quantities. 
A noncompetitive lease extended under this subsection is subject to the regulations in 
force at the expiration of the initial five-year term of the lease. No extension may be 
granted, however, unless within a period of 90 days before the expiration date an 
application for extension is filed by the record title holder or an assignee whose 
assignment has been filed for approval, or an operator whose operating agreement has 
been filed for approval.

(z) No leases may be issued under this section without the inclusion of the following 
language: "The landowners' royalty share of the unit production allocated to each 
separately owned tract shall be regarded as royalty to be distributed to and among, or the 
proceeds of it paid to, the landowners, free and clear of all unit expense and free of any 
lien for it." Leases issued in violation of this subsection shall, for all purposes, be 
construed as containing the language required by this subsection.

(aa) Within 90 days after the written request of a lessee of a lease issued under this 
section or of a lessee of federal land from which the state is entitled under applicable 
federal law to receive a share of the royalty on gas production, the commissioner shall 
enter into an agreement with the lessee to use or accept, as the value of the state's royalty 
share of gas production, the price for the gas established in the contract between the 
lessee and a gas or electric utility sold by the lessee under the contract or the transfer 
price between the lessee and a gas or electric utility for a transfer by the lessee under an 
order establishing the transfer price

(1) but only if the primary function of the utility with which the lessee has entered 
into the contract or transfer is to provide, either directly or by selling at wholesale to 
another utility, gas or electricity to the general public, including residential consumers, 
within the utilities' service areas, and the utility with which the lessee has entered into
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(A) the contract is not an affiliated interest, as that term is defined in AS 42.05.990 , 
with the lessee or with a subsequent purchaser of more than 10 percent of the utility's gas 
or electricity; or

(B) the transfer is an affiliated interest, as that term is defined in AS 42.05.990 , and 
the transfer price between the lessee and the utility is established by an order of the 
Regulatory Commission of Alaska; and

(2) unless the commissioner makes a written finding, based on clear and convincing 
evidence, that

(A) the contract price or transfer price is unreasonably low;

(B) the prospective reduction in royalty receipts would not be balanced by increased 
benefits to in-state gas and electric consumers;

(C) the lessee and the utility are related in management, ownership, or other aspect 
and, in the case of a transfer price, that relationship is not regulated under AS 42.05; and

(D) the contract price or transfer price is not in the best interest of the state.

(bb) In (aa) and (ee) of this section,

(1) "gas or electric utility" includes an electric cooperative organized under AS 
10.25, a municipal utility, and a gas or electric utility regulated under AS 42.05; provided 
that, if the contract gas is transmitted to consumers through a pipeline and the gas utility 
either owns the pipeline or is related in ownership to the owner of the pipeline, then the 
gas utility qualifies as a "gas or electric utility" within the meaning of this paragraph only 
if it is bound or agrees to be bound by the covenants set out in AS 38.35.120 ;

(2) "manufacturer of agricultural chemicals" means a person that is a business entity 
primarily engaging in the manufacturing of nitrogenous and phosphatic based fertilizers, 
mixed fertilizers, pesticides, and similar chemicals for agricultural purposes;

(3) "price for the gas established in the contract" includes tax reimbursement 
amounts, deliverability and other charges, and other forms of consideration paid by the 
gas or electric utility or by the manufacturer of agricultural chemicals, as appropriate, 
under the contract;

(4) "state's royalty share of gas production"

(A) includes payments on federal leases made to the state under 30 U.S.C. 191;
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(B) does not include the state's royalty share of gas production from land patented to 
the state under

(i) P.L. 84-830, 70 Stat. 709 (Alaska Mental Health Enabling Act);

(ii) 38 Stat. 1214 (Act of March 4, 1915); or

(iii) 43 U.S.C. 1635 in settlement of the claims of the state under 38 Stat. 1214.

(cc) The provisions of (aa) and (ee) of this section do not prohibit the commissioner 
from accepting any payment on a federal lease tendered by the federal agency responsible 
for determination and transmittal of the payment to the state under 30 U.S.C. 191 or 
otherwise due the state as the state's royalty share of gas production irrespective of the 
state's acceptance of an amount that is different than the amount due under the lease for 
purposes of determining royalty share on gas production under that subsection.

(dd) A lessee is eligible for the royalty in (f)(5) of this section only if production of 
oil or gas for sale begins from the eligible field before January 1, 2004. However, if the 
state or an agency of the state is a party to a suit, other than a suit brought by the lessee or 
agent of the lessee, and if the suit challenges (f)(5) of this section or AS 31.05.030 (i) or 
an act under (f)(5) of this section or AS 31.05.030 (i), the January 1, 2004, deadline is 
extended by the number of days the state or agency of the state is a party to the suit, 
including any appeals.

(ee) For a contract that is entered into on or after September 9, 2003, within 90 days 
after the written request of a lessee of a lease issued under this section or of a lessee of 
federal land from which the state is entitled under applicable federal law to receive a 
share of the royalty on gas production, in order to establish the value of the state's royalty 
share of gas production sold by the lessee under the contract, the commissioner may enter 
into an agreement with the lessee to use or accept as a price for the gas an amount that is 
not less than the price established in the contract between the lessee and a manufacturer 
of agricultural chemicals, not to exceed the amount that would otherwise be due under the 
lease. The commissioner may enter into the agreement if it is in the best interest of the 
state

(1) only if the primary function of the manufacturer is to engage in the production of 
a value-added product, and the manufacturer with which the lessee has entered into the 
contract is not affiliated with the lessee or with a subsequent purchaser of more than 10 
percent of the manufacturer's value-added product; for purposes of this paragraph, the 
parties to a contract or purchase are affiliated if, in the judgment of the commissioner, one 
of the parties to the contract or purchase exercises substantial influence over the policies 
and actions of the other as evidenced by relationship based on common ownership or 
family interest or by action taken in concert without regard to whether that influence is 
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based upon stockholdings, stockholders, officers, or directors;

(2) unless the commissioner makes a written finding, based on clear and convincing 
evidence, that

(A) the contract price is unreasonably low; or

(B) the prospective reduction in royalty receipts would not be balanced by 
employment opportunities or other tangible benefits to the state.

(ff) The provisions of this section that authorize oil and gas leases also apply to 
authorize the commissioner to issue leases for the production of gas only, subject to the 
following:

(1) in authorizing and managing leases under this subsection, the terms "oil and gas" 
or "oil or gas" as they are used in this chapter may be read and applied as appropriate as 
referring to gas only;

(2) when a lease is authorized as a gas only lease, the lease does not give the lessee 
the right to produce oil; if a well drilling for gas under a gas only lease authorized by this 
subsection penetrates a formation capable of producing oil, the owner or operator

(A) shall notify the department and the Alaska Oil and Gas Conservation 
Commission; and

(B) may not conduct further operations in the drilled well until the facility complies 
with all applicable laws and regulations relating to oil and gas exploration and 
production; however, this subparagraph does not prevent the owner or operator from 
conducting activities that may be required by the Alaska Oil and Gas Conservation 
Commission to plug, plug-back, or abandon a well;

(3) the provisions of this subsection do not apply to authorize a lease for the 
recovery of nonconventional gas on land that is held under an existing coal lease entered 
into under AS 38.05.150 that has an active permit for exploration or mining unless the 
lessee under this subsection is also the lessee under AS 38.05.150 of that land.

(gg) For an activity or operation related to the extraction of coal bed methane,

(1) for which the department by regulation requires submission and approval of a 
plan of operations before activities or operations may be undertaken, the director shall, as 
a condition for determining a bond requested under AS 38.05.130 , after notice and an 
opportunity to be heard, review the plan of operations to determine if use of the owner's 
land is reasonably necessary to extract the coal bed methane; a bond determined under AS 
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38.05.130 and this paragraph may, at the discretion of the director, be imposed against a 
statewide bond that has been posted by the person initiating the request for determination 
of the bond if the statewide bond remains in effect, and an additional bond is not required;

(2) before approving operations for the development of coal bed methane under AS 
38.05.134 , 38.05.177, or this section, the director shall ensure that the approval is 
conditioned upon reasonable and appropriate

(A) setbacks governing the placement by the operator of compressor stations; 
setbacks approved under this subparagraph must be determined with reference to the 
population density and general character of the parcels surrounding the proposed 
compressor station site; and

(B) measures to mitigate the noise of compressors, engines, and other noise 
generating equipment operated by the operator on the lease or license; measures approved 
under this subparagraph must be determined with reference to the population density and 
general character of the parcels surrounding the proposed compressor, engine, or other 
noise-generating equipment.

Sec. 38.05.181. Geothermal resources.

(a) The commissioner may, under regulations adopted by the commissioner, grant 
prospecting permits and leases to a qualified person to explore for, develop, or use 
geothermal resources. When title to the surface parcel is held by a person other than the 
state, that person shall have a preferential right to a geothermal prospecting permit or 
lease for the area underlying the surface parcel. The surface owner must exercise the 
preference right within 30 days after receiving notice of the application for a permit, or by 
agreeing to meet the terms of a bid within 60 days after receiving notice of the acceptance 
of the bid for a lease.

(b) The commissioner may designate a geothermal area or portion of it a 
competitive geothermal area. A designation as a competitive geothermal area must be on 
the basis of substantial geologic indications of geothermal resources or on the basis of 
competitive interest in geothermal resources of the area.

(c) On state land that has not been declared a competitive geothermal area or 
withdrawn from geothermal prospecting, the commissioner may issue a prospecting 
permit to the first qualified applicant. The permit conveys an exclusive right, for a period 
of two years, to prospect for geothermal resources on state land included under the 
permit. The commissioner has discretion to renew the permit for an additional one-year 
term. A holder of a prospecting permit has the right, upon the showing of a discovery of 
geothermal resources in commercial quantities and the submission of a development plan 
acceptable to the commissioner, to convert the permit to a noncompetitive lease at a 
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royalty rate under (g) of this section. The conversion privilege must be exercised not later 
than 30 days after the expiration of the permit. If the land included within the permit is 
designated a competitive geothermal area during the permit term, the permittee must 
apply for a noncompetitive lease within 30 days after notification of the designation or 
forfeit the conversion privileges and the exclusive right to prospect.

(d) On state land that is designated a competitive geothermal area and is not subject 
to an existing prospecting permit, the commissioner may issue geothermal leases to the 
highest bidder by competitive bidding procedures established by regulations adopted by 
the commissioner. At the discretion of the commissioner, competitive lease sales may be 
by oral or sealed bid, on the basis of a cash bonus, profit share, or royalty share.

(e) Prospecting permits and geothermal leases granted under this section must, 
except in the case of parcels subject to a preference right under (b) of this section, be 
issued for at least 40 acres but not more than 2,560 acres. A person may not own, or hold 
an interest in, geothermal leases covering more than 51,200 acres. However, geothermal 
leases in commercial production, individually or under a unit operation or well spacing or 
pooling arrangement, do not count against the acreage limitation. All prospecting permits 
and geothermal leases are subject to an annual rental, payable in advance, of $3 per acre. 
The rental for a year shall be credited against royalties accruing for that year.

(f) A geothermal lease shall be issued for a primary term of 10 years and may be 
renewed for an additional term of five years if the lessee is actively engaged in drilling 
operations. A geothermal lease is valid for the duration of commercial production. 
Beginning 20 years after the initiation of commercial production and at 10-year intervals 
thereafter, the commissioner may renegotiate the rentals and royalties due on a 
geothermal lease.

(g) Each geothermal lease shall be conditioned upon payment by the lessee of a 
royalty of not less than 10 percent but not more than 15 percent of the gross revenues 
derived from the production, sale, or use of geothermal resources under the lease. 
Royalties may be taken in kind rather than in value if the commissioner determines that 
taking in kind would be in the best interest of the state.

(h) Regulations adopted by the commissioner to implement this section shall be 
adopted in accordance with the Administrative Procedure Act (AS 44.62).

Sec. 38.05.182. Royalty on natural resources.

(a) Any royalty provided for in AS 38.05.135 - 38.05.181 may be taken in kind 
rather than in money if the commissioner determines that the taking in kind would be in 
the best interest of the state. However, royalties on oil and gas shall be taken in kind 
unless the commissioner determines that the taking in money would be in the best interest 
of the state.
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(b) The commissioner shall submit a determination to take royalty in money to the 
legislature at the first opportunity during a current session or, if the legislature is not in 
session, at the next regular session. The legislature, within 60 days or by the adjournment 
of the session, whichever comes sooner, may revoke the determination by concurrent 
resolution.

Sec. 38.05.183. Sale of royalty.

(a) The sale, exchange, or other disposal of a mineral obtained by the state as a 
royalty under AS 38.05.182 , or the sale, exchange, or other disposal in whole or in part 
of a right to receive future mineral production under a state lease under this chapter, shall 
be by competitive bid and the sale, exchange, or other disposal made to the highest 
responsible bidder, except that competitive bidding is not required when the 
commissioner, after prior written notice to the Alaska Royalty Oil and Gas Development 
Advisory Board under AS 38.06.050, determines that the best interest of the state does 
not require it or that no competition exists.

(b) When competitive bids are required, the commissioner, after prior written notice 
to the Alaska Royalty Oil and Gas Development Advisory Board, may reject all bids on a 
determination that because of the amount of the bids, the lack of responsibility on the part 
of the bidders, or for reasons consistent with the criteria set out in AS 38.06.070, the 
acceptance of the bids would not be in the best interest of the state.

(c) If the commissioner determines that a sale, exchange, or other disposal of a 
mineral obtained by the state as a royalty under AS 38.05.182 or of a right to receive 
future mineral production under a state lease under this chapter shall be made otherwise 
than by competitive bid, and the Alaska Royalty Oil and Gas Development Advisory 
Board has been notified in writing of that determination, the commissioner shall make 
public in writing the specific findings and conclusions upon which that determination is 
based.

(d) Oil or gas taken in kind by the state as its royalty share may not be sold or 
otherwise disposed of for export from the state until the commissioner determines that the 
royalty-in-kind oil or gas is surplus to the present and projected intrastate domestic and 
industrial needs. The commissioner shall make public, in writing, the specific findings 
and reasons on which the determination is based.

(e) When a sale, exchange, or other disposal of oil or gas taken in kind by the state 
as its royalty share, or a sale, exchange, or other disposal in whole or in part of a right to 
receive future royalty oil or gas, under a state lease under this chapter is made other than 
by competitive bid, the sale, exchange, or other disposal shall be awarded by the 
commissioner to the prospective buyer whose proposal offers the maximum benefits to 
citizens of the state. The commissioner shall consider
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(1) the cash value offered;

(2) the projected effects of the sale, exchange, or other disposal on the economy of 
the state;

(3) the projected benefits of refining or processing the oil or gas in the state;

(4) the ability of the prospective buyer to provide refined products or by-products 
for distribution and sale in the state with price or supply benefits to the citizens of the 
state; and

(5) the criteria listed in AS 38.06.070 (a).

(f) The commissioner may not enter into a contract for the sale of royalty oil unless 
the contract provides that any material amendment to the contract that appreciably 
reduces the consideration received by the state requires prior approval of the legislature.

(g) AS 38.05.035 (e) does not apply to a sale, exchange, or other disposal of oil or 
gas under this section.

(h) Upon legislative approval, the commissioner may enter into a contract to sell 
royalty gas taken in kind by the state to a gas or electric utility at a negotiated price for 
the gas if the commissioner, after considering the consumer benefits, other benefits, and 
detriments of the sale, makes a written finding that the sale is in the best interest of the 
state. In this subsection,

(1) "gas or electric utility" has the meaning given in AS 38.05.180(bb);

(2) "royalty gas taken in kind by the state" does not include royalty gas taken in kind 
by the state from gas production on land patented to the state under

(A) P.L. 84-830, 70 Stat. 709 (Alaska Mental Health Enabling Act);

(B) 38 Stat. 1214 (Act of March 4, 1915); or

(C) 43 U.S.C. 1635 in settlement of the claims of the state under 38 Stat. 1214.

Sec. 38.05.184. Limitation on oil and gas leases in Kachemak Bay.

(a) The legislature finds that Kachemak Bay is an area of extraordinary abundance 
and diversity of marine life that has provided, and will continue to provide in the future, a 
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basis for one of the state's most important commercial fisheries; that recent information 
discloses that even minute quantities of oil released into the marine environment may be 
harmful to the larval forms of crabs and other marine life and that the existence of gyral 
currents within the bay may increase the likelihood of oil coming into contact with these 
valuable commercial fish and shellfish species; and that therefore oil and gas 
development in the bay, at this time, presents an undue hazard to this valuable state 
renewable resource.

(b) No additional oil or gas leases may be issued by the department or any other 
state agency for the exploration for or the development or production of oil and gas on 
state-owned land and waters seaward of the mean higher high water line, beginning at 
Anchor Point; then around the perimeter of Kachemak Bay, to Point Pogibshi; then west 
to the three mile limit of state land and waters; then north to a point three miles west of 
Anchor Point; then east to the mean higher high water line of Anchor Point, the point of 
beginning.

(c) [Repealed, Sec. 61 ch 50 SLA 1989]. 

(d) [Repealed, Sec. 61 ch 50 SLA 1989]. 

(e) [Repealed, Sec. 61 ch 50 SLA 1989]. 

(f) [Repealed, Sec. 61 ch 50 SLA 1989]. 

(g) [Repealed, Sec. 61 ch 50 SLA 1989]. 

Article 08. MINING RIGHTS

Sec. 38.05.185. Generally.

(a) The acquisition and continuance of rights in and to deposits on state land of 
minerals, which on January 3, 1959, were subject to location under the mining laws of the 
United States, shall be governed by AS 38.05.185 - 38.05.275. Nothing in AS 38.05.185 - 
38.05.275 affects the law pertaining to the acquisition of rights to mineral deposits owned 
by any other person or government. The director, with the approval of the commissioner, 
shall determine that land from which mineral deposits may be mined only under lease, 
and, subject to the limitations of AS 38.05.300 , that land that shall be closed to location 
under AS 38.05.185 - 38.05.275. State land may not be closed to location under AS 
38.05.185 - 38.05.275 except as provided in AS 38.05.300 and unless the commissioner 
makes a finding that mining would be incompatible with significant surface uses on the 
state land. State land may not be restricted to mining under lease unless the commissioner 
determines that potential use conflicts on the state land require that mining be allowed 
only under written leases issued under AS 38.05.205 or the commissioner has determined 
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that the land was mineral in character at the time of state selection. The determinations 
required under this subsection shall be made in compliance with land classification orders 
and land use plans developed under AS 38.05.300 .

(b) The failure on the part of a mining lessee or a locator to comply strictly with AS 
38.05.185 - 38.05.275 and regulations adopted under those sections does not invalidate 
the rights of a mining lessee or a locator if it appears to the satisfaction of the 
commissioner that the mining lessee or the locator complied as nearly as possible under 
the circumstances of the case, and that no conflicting rights are asserted by any other 
person.

(c) Unless otherwise provided, the usages and interpretations applicable to the 
mining laws of the United States as supplemented by state law apply to AS 38.05.185 - 
38.05.275.

Sec. 38.05.190. Qualifications.

(a) The right to acquire exploration and mining rights under AS 38.05.185 - 
38.05.275 may be acquired or held only by

(1) citizens of the United States at least 18 years of age;

(2) legal guardians or trustees of citizens of the United States under 18 years of age 
on behalf of the citizens;

(3) persons at least 18 years of age who have declared their intention to become 
citizens of the United States;

(4) aliens at least 18 years of age if the laws of their country grant like privileges to 
citizens of the United States;

(5) corporations organized under the laws of the United States or of any state or 
territory of the United States and qualified to do business in this state;

(6) associations of persons described in (1) - (5) of this subsection.

(b) An unqualified person who acquires an interest in exploration or mining rights 
by operation of law shall be allowed two years in which to become qualified or to dispose 
of the interest to a qualified person.

Sec. 38.05.195. Mining claims.
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(a) Rights to deposits of minerals subject to AS 38.05.185 - 38.05.275 in or on state 
land that is open to claim staking may be acquired by discovery, location, and recording 
as prescribed in AS 38.05.185 - 38.05.275. The locator has the exclusive right of 
possession and extraction of the minerals subject to AS 38.05.185 - 38.05.275 lying 
within the boundaries of the claim.

(b) The locator may locate a claim using one of the following methods:

(1) a locator may locate a claim based on the ground location of a complete quarter 
section or quarter-quarter section of a township on a rectangular survey system approved 
by the commissioner; a claim established in this manner may be known as the meridian, 
township, range, section, and claim system location, or MTRSC location; a locator using 
the MTRSC system to locate a claim shall in good faith mark the corners of a location as 
closely as practical to the existing quarter section or quarter-quarter section of the 
rectangular survey system approved by the commissioner; the corners marked on the 
ground of a claim established in accordance with this paragraph and regulations of the 
commissioner control in the event of a conflict over boundaries for the quarter section or 
quarter-quarter section on the protracted or actual survey approved by the commissioner; 
or

(2) a locator may locate a claim based on the staking of a ground location in which 
the claim may not exceed 1,320 feet in its longest dimension; the boundaries of a claim 
based on staking and located after January 1, 1985, shall run in the four cardinal 
directions unless the claim is a fractional claim or the commissioner determines that 
staking in compliance with this paragraph is impractical because of local topography or 
because of the location of other claims; a claim established in this manner may be known 
as a non-MTRSC location.

(c) A location's corners shall be distinctly marked on the ground in the manner 
prescribed by the commissioner, and a notice of location shall be attached to a monument 
at the claim's northeast corner in the manner and containing the information required by 
the commissioner. Within 45 days after the date of attaching the notice of location on the 
monument, the locator shall record a certificate of location in the recording district where 
the claim is located. The certificate of location must contain the information required by 
the commissioner.

(d) Locations may be amended in the manner and with the effect prescribed in AS 
38.05.200 . Annual labor shall be performed and statements of annual labor recorded as 
prescribed in AS 38.05.210 - 38.05.235.

Sec. 38.05.200. Changes in locations and amended notices.

Notices may be amended at any time and monuments changed to correspond with the 
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amended location but a change may not be made that interferes with the rights of others. 
Whenever monuments are changed or an error is made in the notice or in the certificate of 
location, an amended certificate of location shall be recorded in the same manner and 
with the same effect as the original certificate.

Sec. 38.05.205. Mining leasing.

(a) Prior discovery, location, and recording shall initiate prior rights to mineral 
deposits subject to AS 38.05.185 - 38.05.275 in or on state land, other than submerged 
land, which is open to mining leasing. Locations shall be made and certificates of location 
recorded in accordance with AS 38.05.195 . If the located land is available only for 
leasing, the director shall publish in a paper of general circulation in the area of the 
location, notice of the recording of the location and notice that a mineral lease will be 
issued. The notice may be combined with notices of locations either in the same general 
area or statewide. Unless a conflicting location exists, no later than two weeks after 
publication of the notice, an application form for a mining lease shall be mailed to the 
locator by the director. A lease application shall be filed with the director by the locator 
within 90 days after receipt of the form. If the located land is not available for leasing, 
notice shall be given the locator by the director and the locator's prior rights shall 
terminate. A mining lessee has the exclusive rights of possession and extraction of all 
minerals subject to AS 38.05.185 - 38.05.275 lying within the boundaries of the lease or 
location. Mining leases may be issued for one location or for a group of contiguous 
locations held in common. Minerals may not be mined and marketed or used until a lease 
is issued, except for limited amounts necessary for sampling or testing.

(b) [Repealed, Sec. 10 ch 101 SLA 1989]. 

(c) A mining lease shall be for any period up to 55 years, and is renewable if 
requirements for the lease remain satisfied. Annual rental and production royalties shall 
be paid as required under AS 38.05.211 and 38.05.212. A valid mining claim located and 
held under AS 38.05.195 may be converted to a lease at any time upon application by the 
owner, and issuance by the commissioner. Rights granted by a mining lease may not be 
exercised until the lease has been filed for record in the recording district where the land 
is located.

Sec. 38.05.207. Production license. [Repealed, Sec. 19 ch 56 SLA 1997].

Repealed or Renumbered

Sec. 38.05.210. Annual labor.

(a) Labor shall be performed or improvements made annually on or for the benefit 
or development of each mining claim, leasehold location, and mining lease on state land 
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except that, where adjacent claims, leasehold locations, or mining leases are held in 
common, the expenditure may be made on any one claim, leasehold location, or mining 
lease. The commissioner shall establish the date of the commencement of the year during 
which the labor or improvements are to be performed. Labor shall be performed at the 
following annual rates: (1) $100 per claim, leasehold location, or lease if the claim, 
leasehold location, or lease is a quarter-quarter section MTRSC claim, leasehold location, 
or lease; (2) $400 for each quarter section MTRSC claim, leasehold location, or lease; and 
(3) $100 for each partial or whole 40 acres of each mining claim, leasehold location, or 
lease not established using the MTRSC system. If more work is performed than is 
required by this section to be performed in any one year, the excess value may be applied 
against labor required to be done during the subsequent year or years, for as many as four 
years. Instead of performing annual labor, the holder of a claim, leasehold location, or 
mining lease may make a cash payment to the state equal to the value of the labor 
required by this subsection.

(b) During the year in which annual labor is required or within 90 days after the 
close of that year, the owner of the mining claim, leasehold location, or mining lease, or 
some other person having knowledge of the facts shall record with the recorder of the 
district in which the claim, leasehold location, or mining lease is located a signed 
statement setting out the information, as may be required by the commissioner, 
concerning the annual labor of the preceding year, any labor in excess of that required for 
the preceding year, and any payment of cash instead of annual labor. The statement, 
properly recorded, is prima facie evidence of the performance of the labor. The failure of 
one of several co-owners to contribute the proportion of the expenditures required for 
annual labor from the co-owner shall be treated in accordance with AS 38.05.215 - 
38.05.235.

(c) The statement of annual labor required in (b) of this section may be amended 
within two years of the date by which the annual labor statement was required to be 
recorded. An amended statement shall be recorded for record in the same manner as the 
original statement. Additional labor claimed in an amended statement may not be applied 
against labor required to be done during a subsequent year.

(d) [Repealed, Sec. 10 ch 101 SLA 1989]. 

Sec. 38.05.211. Annual rental.

(a) The holder of each mining claim, leasehold location, prospecting site, and 
mining lease, including a mining lease under AS 38.05.250, shall pay, in advance, rental 
for the right to continue to hold the mining claim, leasehold location, prospecting site, and 
mining lease, including a mining lease under AS 38.05.250 . Rental is due and payable as 
follows:

(1) the rental amount for a prospecting site is fixed at $200 for the two-year term of 
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the site;

(2) annual rental for a mining claim, leasehold location, or mining lease shall be 
based on the number of years since a mining claim, a leasehold location, or a mining 
lease's predecessor claim or leasehold location was first located; the annual rental 
amounts for a mining claim, leasehold location, or mining lease are as follows:

<table> 

Number of Years Rental Amount Per Rental Amount 

Since Acre for Mining for Each Mining 

First Located Leases Claim or Leasehold 

Location Including Each 

Quarter-Quarter 

Section MTRSC 

System 

0 - 5 $ .50 $ 20 

6 - 10 $1.00 40 

11- or more $2.50 100; 

(3) the annual rental in any year for each quarter section claim, leasehold location, 
or lease based on the MTRSC system is four times the rental amount for a quarter-quarter 
section mining claim, leasehold location, or lease in that year.

(b) A claim, leasehold location, or mining lease located on or before August 31, 
1989, is considered to have been first located on August 31, 1989, for purposes of 
determining the amount of rental under this section.

(c) The rental for each year shall be credited against the production royalty under 
AS 38.05.212 as it accrues for that year.

(d) The rental amount established under this section shall be revised by the 
commissioner as provided in this section based on changes in the Consumer Price Index 
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for all urban consumers, Anchorage Metropolitan Area (Semi-Annual Average) compiled 
by the Bureau of Labor Statistics, United States Department of Labor, as revised, rebased, 
or replaced by that bureau. The reference base index is the index for January - June 1989, 
as revised or rebased by that bureau. The rental amount shall be increased or decreased, 
as appropriate, by an amount equal to the change in the index described in this subsection 
rounded to the nearest whole $5 unit. The commissioner shall calculate the change in the 
rental amount each 10 years and, if the rental amount must be revised, shall adopt a 
regulation establishing the revised rental amount. A revised rental amount applies to a 
rental payment if the regulation establishing the revised rental amount took effect at least 
90 days before the date the rental payment is due.

(e) The locator of a new claim or leasehold location in accordance with the MTRSC 
system or the locator of a non-MTRSC location claim or leasehold location who amends 
the claim or leasehold location in accordance with the MTRSC system is entitled to a 
reduced rental under this section for the rental year following establishment of the new 
location or amendment of a non-MTRSC location. The reduced annual rental is 50 
percent of the annual rental that would otherwise be due in the following rental year.

Sec. 38.05.212. Production royalty.

(a) In exchange for and to preserve the right to extract and possess the minerals 
produced, the holder of a mining claim, leasehold location, or mining lease, including a 
mining lease under AS 38.05.250 , shall pay a royalty on all minerals produced from land 
subject to the claim, leasehold location, or mining lease during each calendar year.

(b) The production royalty

(1) is three percent of net income as determined under AS 43.65; and

(2) is subject to the exploration incentive credit authorized by AS 27.30.

(c) The commissioner shall adopt regulations to implement this section and to 
provide for combined reporting and paying of production royalties for mining operations 
that include more than one mining claim, leasehold location, or mining lease.

Sec. 38.05.215. Notice to co-owners to contribute to cost of annual labor or 
improvements and forfeiture for failure to contribute.

If one of several co-owners fails to contribute the proportion of the expenditures required 
for annual labor from the co-owner, the co-owners who have performed the labor or made 
the improvements may, at the expiration of the annual labor year, give the delinquent co-
owner personal notice in writing, or notice by publication in the newspaper published 
nearest the claim for at least once a week for 90 days. If at the expiration of 90 days after 
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the service of the notice in writing, or 90 days after the completion of the publication the 
delinquent fails or refuses to contribute the required proportion of the expenditures, the 
interest of the delinquent co-owner in the claim is forfeited to the co-owners who have 
made the expenditures.

Sec. 38.05.220. Recording the notice to contribute and affidavits.

(a) Within 120 days after personal service, or within 120 days after the completion 
of publication of the notice provided for in AS 38.05.215, the co-owner who claims the 
forfeiture shall record in the office of the recorder of the recording district in which the 
claim is located a copy of the notice with the following affidavits attached:

(1) an affidavit of the person serving the notice giving the time, place, and manner 
of service and by whom and upon whom the service was made or, if service was made by 
publication in a newspaper, an affidavit of the editor, publisher, printer, or foreman of the 
newspaper giving the name of the newspaper, the place where, and the time during which 
the notice was published and the number of insertions;

(2) an affidavit of the co-owner who claims the forfeiture stating that neither the 
delinquent co-owner nor any person acting for the delinquent co-owner has paid or 
tendered to the affiant the delinquent's proportion of the expenditures for annual labor or 
improvements.

(b) The record of the notice and affidavits or a certified copy of it is prima facie 
evidence of the facts contained in it.

Sec. 38.05.225. Lienholder may perform the annual labor.

A person who holds a claim to or lien upon an unpatented mining claim under a 
certificate of sale, mortgage, attachment, levy, judgment, or other lien may, when 
necessary for the protection of the lien or claim, go upon the mining claim and perform or 
cause to be performed the annual labor required by law to prevent forfeiture. Before 
performing the labor the claimant or lien holder shall mail a written notice of intent to 
perform the annual labor on the claim to the owner of the claim at the last known address 
of the owner of the claim.

Sec. 38.05.230. Lien for performance of annual labor.

(a) The person performing or causing to be performed annual labor upon an 
unpatented mining claim as provided in AS 38.05.225 shall have a lien upon the claim for 
the assessment work, including the reasonable cost of transportation to and from the claim 
incurred in doing the work. The lien is enforced either as in other suits for the foreclosure 
of liens upon real property or as supplemental accruing costs in an action, if any, then 
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pending in which the claim has been levied upon by attachment, execution, or other court 
process.

(b) A person claiming a lien under this section shall, within 90 days after the 
completion of the annual labor for which the lien is claimed, record in the office of the 
recorder of the recording district in which the property on which the lien is claimed is 
situated a notice of claim of lien, verified by the oath of the person claiming the lien or 
that of some other person having knowledge of the facts, and stating the name of the 
owner or reputed owner of the property, the amount of the claim, the time of the 
performance of the annual labor for which the lien is claimed, the nature of the labor done 
or improvements made, and the amount of the claim, including costs of transportation, 
after deducting all just credits and offsets.

(c) An independent suit or action brought to enforce a lien under this section shall be 
commenced within six months after the recording of the notice of claim of lien.

Sec. 38.05.235. Lien for annual labor is independent of other liens.

The lien given for the performance of annual labor by AS 38.05.230, if the work is done 
in good faith and necessarily for the protection either of possession under a certificate of 
sale or of an attachment, levy, mortgage, judgment, or other lien, remains in effect 
notwithstanding the contemporaneous or subsequent vacation, dissolution, or setting aside 
of, or redemption from, the certificate of sale, attachment, levy, mortgage, judgment, or 
other lien.

 
 
Title 38. PUBLIC LAND 
Chapter 38.05. ALASKA LAND ACT 
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Sec. 41.09.010. Exploration incentive credits.

(a) Under an incentive program distinct from the exploration incentive credit 
authorized by AS 38.05.180 (i), the commissioner may extend to a qualified applicant an 
exploration incentive credit for each of the following activities performed on land in the 
state, regardless of whether the land is state-owned land:

(1) geophysical work on land that is not subject to a credit under AS 38.05.180(i);

(2) drilling a stratigraphic test well; and

(3) drilling an exploratory well.

(b) An exploration incentive credit extended under (a) of this section may be applied 
against

(1) a payment or obligation against which a credit authorized by AS 38.05.180(i) 
may be claimed;

(2) taxes payable under AS 43.20; and

(3) oil and gas bonus payments due the state under AS 38.05.180 (f).

(c) An exploration incentive credit may be extended under (a) of this section to a 
qualified applicant if

(1) application for the exploration incentive credit is made by the qualified applicant 
to the commissioner and is approved before drilling or geophysical work commences;

(2) all geophysical work is performed, and all stratigraphic test wells or exploratory 
wells are drilled, after August 7, 1994, and before July 1, 2007; and

(3) copies of all raw and processed data derived from drilling a stratigraphic test 
well or exploratory well or performing geophysical work are provided by the qualified 
applicant to the commissioner within 30 days after the completion, abandonment, or 
suspension of the well or completion of the geophysical work.

(d) Data derived from drilling a stratigraphic test well or exploratory well that is 
provided to the commissioner under (c)(3) of this section shall be kept confidential for 24 
months after receipt by the commissioner unless the owner of the well gives written 
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permission to the state to release the well data at an earlier date, and, notwithstanding AS 
31.05.035 (c), confidentiality may not be extended beyond 24 months. The provisions of 
AS 38.05.035 (a)(8)(C) apply to other data provided to the commissioner under (c)(3) of 
this section, except that the commissioner, under appropriate confidentiality provisions 
and without preference or discrimination, may display to all interested third parties, but 
may not distribute or transfer in hard copy or electronic form, those data with respect to 
all land if the commissioner determines that the limited disclosure is necessary to further 
the interest of the state in evaluating or developing its land.

(e) The amount of an exploration incentive credit extended under (a) of this section 
is determined by the commissioner and shall be based on eligible costs, approved by the 
commissioner, of performing geophysical work, drilling a stratigraphic test well, and 
drilling an exploratory well. The amount of an exploration incentive credit may not 
exceed 50 percent of eligible costs relating to activities performed on state-owned land 
and 25 percent of eligible costs relating to activities performed on land in the state not 
owned by the state.

(f) The amount of an exploration incentive credit extended under (a) of this section 
may not exceed $5,000,000 per eligible project, as defined by the commissioner by 
regulation. The total of all credits extended by the commissioner under (a) of this section 
may not exceed $30,000,000.

(g) An exploration incentive credit must be used within five years after it is 
extended under (a) of this section, and may be assigned by the qualified applicant to 
another person for the purposes described in (b) of this section.

(h) Amounts due the permanent fund under AS 37.13.010 shall be calculated before 
the application of a credit extended under (a) of this section.

(i) The commissioner may not allow to a qualified applicant the claim of an 
exploration incentive credit under this chapter for an activity of the qualified applicant 
that occurs in any year in which the qualified applicant owes a liquidated debt to a state 
agency or to a public corporation of the state. The applicant's failure to obtain the claim of 
the exploration incentive credit under this subsection waives the credit for those activities 
in any subsequent year. In this subsection, "liquidated debt" means a debt that is 
immediately and unconditionally due, either by agreement of the state and the qualified 
applicant or by law, and that involves an obligation or payment against which the 
exploration incentive credit may be claimed under (b) of this section.

Sec. 41.09.020. Regulations.

The commissioner shall adopt regulations necessary to implement this chapter.

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4109010!27]/doc/{@16243}? (2 of 7) [2/11/2008 11:33:39 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS3105035']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS3105035']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS3805035']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS3713010']/doc/{@1}?firsthit


DOC Frame Page

Sec. 41.09.030. Relationship to AS 38.05.

Nothing in this chapter affects the exploration incentive credit system provided for in AS 
38.05.180 (i).

Sec. 41.09.090. Definitions.

In this chapter,

(1) "eligible costs" means those direct costs incurred for activities in support of an 
exploration program, based upon the footage drilled or miles surveyed, that are 
reasonable in amount for the area of the state in which a well is drilled or geophysical 
activity is conducted;

(2) "exploratory well" means a well drilled for the purpose of oil and gas exploration 
that is

(A) located three or more miles from another well drilled for oil and gas, with all 
distances measured as the horizontal distance between exploration targets, also known as 
bottom hole distance; or

(B) within three miles of a well drilled for oil and gas, but tests potential 
hydrocarbon traps that the commissioner, after analyzing evidence submitted by the 
qualified applicant and any other information, determines constitute a distinctly separate 
exploration target;

(3) "geophysical work"

(A) means all geophysical data gathering methods used in hydrocarbon exploration;

(B) includes seismic, gravity, magnetic, and electromagnetic measurements;

(4) "qualified applicant" means

(A) a natural person who is at least 18 years of age;

(B) a corporation qualified to do business in the state;

(C) a legal guardian or trustee of a qualified natural person described in (A) of this 
paragraph;

(D) any association of persons listed in (A) - (C) of this paragraph;
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(5) "stratigraphic test well" means a well that is not intended to encounter an oil or 
gas accumulation and that is drilled to a sufficient depth to measure the geological, 
geophysical, and engineering parameters used for determining an area's oil and gas 
potential.

Chapter 41.10. SOIL AND WATER CONSERVATION

Sec. 41.10.010. Declaration of policy.

The farm, forest, and grazing land of the state is a basic asset of the state. It is the policy 
of this chapter, in the interest of the health, safety, and general welfare of the people of 
the state, to provide for the development, use, and conservation of this land in accordance 
with its capabilities.

Sec. 41.10.020. Creation and boundaries of soil conservation district. [Repealed, Sec. 14, 
ch 69 SLA 1983].

Repealed or Renumbered

Sec. 41.10.030. Purpose of chapter.

The purpose of this chapter is to provide for the orderly development of land, for guiding 
settlement, and for conserving soil and water and soil resources and controlling and 
preventing soil erosion.

Sec. 41.10.040. Natural Resource Conservation and Development Board.

The Alaska Natural Resource Conservation and Development Board is composed of five 
members. The commissioner or, in the absence of the commissioner, the director of 
agriculture, serves ex officio but without a vote on the board.

Sec. 41.10.045. Executive director.

The commissioner shall appoint an executive director and clerical staff to assist the board.

Sec. 41.10.050. Appointment.

The governor shall appoint members of the board subject to confirmation by a majority of 
the members of the legislature in joint session.

Sec. 41.10.060. Qualifications of board members.

Members of the board shall be resident bona fide users of land selected from the five 
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major land areas of the state.

Sec. 41.10.065. Major land areas of the state.

The five major land areas of the state are:

(1) the Arctic and northwest Alaska;

(2) the Yukon and Tanana Valleys;

(3) southwest Alaska and the Kenai Peninsula;

(4) southcentral Alaska; and

(5) southeast Alaska.

Sec. 41.10.070. Term of office.

The term of office of members is three years.

Sec. 41.10.075. Board meetings.

The board shall hold one regular meeting annually at the state capital and one or more 
additional meetings at a time and place in the state selected by the board.

Sec. 41.10.080. Vacancies.

The governor shall fill vacancies by appointment for the unexpired term.

Sec. 41.10.090. Compensation and per diem.

Members receive no salary but receive the same per diem and travel expenses authorized 
for members of state boards.

Sec. 41.10.100. Duties of board.

(a) At the request of the commissioner, the board shall meet and advise the 
commissioner in the exercise of the powers, duties, and functions of the commissioner.

(b) The board shall also

(1) receive and review reports concerning the use of soil resources of the state;
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(2) hold public hearings and meetings to determine whether land in the state is being 
used in a manner consistent with sound soil and water conservation practices;

(3) make recommendations for specific action necessary to provide for the effective 
and orderly development of agricultural, forest, and grazing land in the state;

(4) review an appeal by an applicant or lessee from a decision of the director of the 
division of lands concerning a sale or lease of state agricultural or grazing land and 
submit its recommendations to the commissioner or hearing officer;

(5) act in an advisory capacity to the soil and water conservation districts in the state;

(6) act in an advisory capacity to the commissioner and director of the division of 
agriculture in the review of farm conservation plans for all state agricultural land sales in 
the state.

Sec. 41.10.110. Powers of commissioner.

The commissioner has the power to

(1) conduct land capability surveys and investigations of potential agricultural areas 
and of soil conservation and erosion control, including necessary preventative and control 
measures, in the state; to publish the results of these surveys and investigations and to 
disseminate information concerning the results of the surveys and investigations to 
prospective settlers and the general public;

(2) make technical guidance and other assistance available to settlers of new land to 
assure the development of the land in a manner that will permit it to be used in 
accordance with its capabilities and treated in accordance with its needs;

(3) carry out measures for soil conservation and erosion control within the state, 
including engineering operations, methods of cultivation, the growing of vegetation, and 
changes in use of land, with the consent and cooperation of the land user or agency 
having jurisdiction of the land;

(4) cooperate with, furnish assistance to, and enter into agreements with, a user of 
land or agency within the state;

(5) construct, improve, and maintain soil erosion control and conservation structures 
as are necessary and practical for carrying out the purposes of this chapter;

(6) develop comprehensive plans for the conservation of soil and control of soil 
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erosion within the state, cropping programs, tillage practices and changes in land use, and 
publish plans and information and bring them to the attention of users of land within the 
state;

(7) accept contributions in money, services, materials, or equipment from the United 
States or its agencies, from an agency of the state, and from any other source, for use in 
carrying out the purposes of this chapter.

Sec. 41.10.120. Approval of land user.

A survey, investigation or plan for land may not be undertaken by the commissioner and 
measures for soil conservation and erosion control may not be carried out without the 
prior approval of the user of the land.

 
 
Title 41. PUBLIC RESOURCES 
Chapter 41.09. OIL AND GAS EXPLORATION INCENTIVE CREDITS 
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Sec. 43.55.024. Additional nontransferable tax credits.

(a) For a calendar year for which a producer's tax liability under AS 43.55.011 (e) 
on oil and gas produced from leases or properties outside the Cook Inlet sedimentary 
basin, no part of which is north of 68 degrees North latitude, exceeds zero before 
application of any credits under this chapter, a producer that is qualified under (e) of this 
section may apply a tax credit against that liability of not more than $6,000,000.

(b) A producer may not take a tax credit under (a) of this section for any calendar 
year after the later of

(1) 2016; or

(2) the ninth calendar year after the calendar year during which the producer first 
has commercial oil or gas production before May 1, 2016, from at least one lease or 
property in the state outside the Cook Inlet sedimentary basin, no part of which is north of 
68 degrees North latitude, if the producer did not have commercial oil or gas production 
from a lease or property in the state outside the Cook Inlet sedimentary basin, no part of 
which is north of 68 degrees North latitude, before April 1, 2006.

(c) For a calendar year for which a producer's tax liability under AS 43.55.011 (e) 
exceeds zero before application of any credits under this chapter, other than a credit under 
(a) of this section but after application of any credit under (a) of this section, a producer 
that is qualified under (e) of this section and whose average amount of oil and gas 
produced a day and taxable under AS 43.55.011 (e) is less than 100,000 BTU equivalent 
barrels a day may apply a tax credit under this subsection against that liability. A 
producer whose average amount of oil and gas produced a day and taxable under AS 
43.55.011 (e) is

(1) not more than 50,000 BTU equivalent barrels may apply a tax credit of not more 
than $12,000,000 for the calendar year;

(2) more than 50,000 and less than 100,000 BTU equivalent barrels may apply a tax 
credit of not more than $12,000,000 multiplied by the following fraction for the calendar 
year:

1 &minus; [2 X (AP &minus; 50,000)] &divide; 100,000

where AP = the average amount of oil and gas taxable under AS 43.55.011(e), produced a 
day during the calendar year in BTU equivalent barrels.
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(d) A producer may not take a tax credit under (c) of this section for any calendar 
year after the later of

(1) 2016; or

(2) if the producer did not have commercial oil or gas production from a lease or 
property in the state before April 1, 2006, the ninth calendar year after the calendar year 
during which the producer first has commercial oil or gas production before May 1, 2016, 
from at least one lease or property in the state.

(e) On written application by a producer that includes any information the 
department may require, the department shall determine whether the producer qualifies 
for a calendar year under this section. To qualify under this section, a producer must 
demonstrate that its operation in the state or its ownership of an interest in a lease or 
property in the state as a distinct producer would not result in the division among multiple 
producer entities of any production tax liability under AS 43.55.011 (e) that reasonably 
would be expected to be attributed to a single producer if the tax credit provisions of (a) 
or (c) of this section did not exist.

(f) A tax credit authorized by (a) of this section may not be applied to reduce a 
producer's tax liability for any calendar year under AS 43.55.011 (e) on oil and gas 
produced from leases or properties outside the Cook Inlet sedimentary basin, no part of 
which is north of 68 degrees North latitude, below zero.

(g) A tax credit authorized by (c) of this section may not be applied to reduce a 
producer's tax liability for any calendar year under AS 43.55.011 (e) below zero.

(h) An unused tax credit or portion of a tax credit under this section is not 
transferable and may not be carried forward for use in a later calendar year.

Sec. 43.55.025. Alternative tax credit for oil and gas exploration.

(a) Subject to the terms and conditions of this section, a credit against the production 
tax due under AS 43.55.011 (e) or (f) is allowed for exploration expenditures that qualify 
under (b) of this section in an amount equal to one of the following:

(1) 20 percent of the total exploration expenditures that qualify only under (b) and 
(c) of this section;

(2) 20 percent of the total exploration expenditures for work performed before July 
1, 2007, and that qualify only under (b) and (d) of this section;
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(3) 40 percent of the total exploration expenditures that qualify under (b), (c), and 
(d) of this section; or

(4) 40 percent of the total exploration expenditures that qualify only under (b) and 
(e) of this section.

(b) To qualify for the production tax credit under (a) of this section, an exploration 
expenditure must be incurred for work performed on or after July 1, 2003, and before July 
1, 2016, except that an exploration expenditure for a Cook Inlet prospect must be incurred 
for work performed on or after July 1, 2005, and

(1) may be for seismic or geophysical exploration costs not connected with a 
specific well;

(2) if for an exploration well,

(A) must be incurred by an explorer that holds an interest in the exploration well for 
which the production tax credit is claimed;

(B) may be for either an oil or gas discovery well or a dry hole; and

(C) must be for goods, services, or rentals of personal property reasonably required 
for the surface preparation, drilling, casing, cementing, and logging of an exploration 
well, and, in the case of a dry hole, for the expenses required for abandonment if the well 
is abandoned within 18 months after the date the well was spudded;

(3) may not be for testing, stimulation, or completion costs; administration, 
supervision, engineering, or lease operating costs; geological or management costs; 
community relations or environmental costs; bonuses, taxes, or other payments to 
governments related to the well; or other costs that are generally recognized as indirect 
costs or financing costs; and

(4) may not be incurred for an exploration well or seismic exploration that is 
included in a plan of exploration or a plan of development for any unit on May 13, 2003.

(c) To be eligible for the 20 percent production tax credit authorized by (a)(1) of this 
section or the 40 percent production tax credit authorized by (a)(3) of this section, 
exploration expenditures must

(1) qualify under (b) of this section; and

(2) be for an exploration well, subject to the following:
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(A) for an exploration well other than a well that is described in (B) of this 
paragraph, the well must be located and drilled in such a manner that the bottom hole is 
located not less than three miles away from the bottom hole of a preexisting suspended, 
completed, or abandoned oil or gas well; in this subparagraph, "preexisting" means a well 
that was spudded more than 150 days but less than 35 years before the exploration well 
was spudded;

(B) for an exploration well that explores a Cook Inlet prospect, the well must be 
located at least three miles from any other well drilled for oil and gas with all distances 
measured as the horizontal distance between exploration targets, except that the 
exploration well that is located within three miles of a well drilled for oil and gas qualifies 
for the tax credit authorized by this subsection if the exploration well tests potential 
hydrocarbon traps that the commissioner of natural resources determines, after analyzing 
evidence submitted by the explorer and from other information that the commissioner of 
natural resources determines relevant, constitute a distinctly separate exploration target.

(d) To be eligible for the 20 percent production tax credit authorized by (a)(2) of this 
section or the 40 percent production tax credit authorized by (a)(3) of this section, an 
exploration expenditure must

(1) qualify under (b) of this section; and

(2) be for an exploration well that is located not less than 25 miles outside of the 
outer boundary, as delineated on July 1, 2003, of any unit that is under a plan of 
development, except that for an exploration well for a Cook Inlet prospect to qualify 
under this paragraph, the exploration well must be located not less than 10 miles outside 
the outer boundary, as delineated on July 1, 2003, of any unit that is under a plan of 
development.

(e) To be eligible for the 40 percent production tax credit authorized by (a)(4) of this 
section, the exploration expenditure must

(1) qualify under (b) of this section;

(2) be for seismic exploration; and

(3) have been conducted outside the boundaries of a production unit or an 
exploration unit; however, the amount of the expenditure that is otherwise eligible under 
this subsection is reduced proportionately by the portion of the seismic exploration 
activity that crossed into a production unit or an exploration unit.

(f) For a production tax credit under this section,
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(1) an explorer shall, in a form prescribed by the department and within six months 
of the completion of the exploration activity, claim the credit and submit information 
sufficient to demonstrate to the department's satisfaction that the claimed exploration 
expenditures qualify under this section;

(2) an explorer shall agree, in writing,

(A) to notify the Department of Natural Resources, within 30 days after completion 
of seismic or geophysical data processing, completion of a well, or filing of a claim for 
credit, whichever is the latest, for which exploration costs are claimed, of the date of 
completion and submit a report to that department describing the processing sequence and 
providing a list of data sets available; if, under (c)(2)(B) of this section, an explorer 
submits a claim for a credit for expenditures for an exploration well that is located within 
three miles of a well already drilled for oil and gas, in addition to the submissions 
required under (1) of this subsection, the explorer shall submit the information necessary 
for the commissioner of natural resources to evaluate the validity of the explorer's claim 
that the well is directed at a distinctly separate exploration target, and the commissioner 
of natural resources shall, upon receipt of all evidence sufficient for the commissioner to 
evaluate the explorer's claim, make that determination within 60 days;

(B) to provide to the Department of Natural Resources, within 30 days after the date 
of a request, specific data sets, ancillary data, and reports identified in (A) of this 
paragraph;

(C) that, notwithstanding any provision of AS 38, information provided under this 
paragraph will be held confidential by the Department of Natural Resources for 10 years 
following the completion date, at which time that department will release the information 
after 30 days' public notice;

(3) if more than one explorer holds an interest in a well or seismic exploration, each 
explorer may claim an amount of credit that is proportional to the explorer's cost incurred;

(4) the department may exercise the full extent of its powers as though the explorer 
were a taxpayer under this title, in order to verify that the claimed expenditures are 
qualified exploration expenditures under this section; and

(5) if the department is satisfied that the explorer's claimed expenditures are 
qualified under this section, the department shall issue to the explorer a production tax 
credit certificate for the amount of credit to be allowed against production taxes due under 
AS 43.55.011(e) or (f).

(g) An explorer, other than an entity that is exempt from taxation under this chapter, 
may transfer, convey, or sell its production tax credit certificate to any person, and any 
person who receives a production tax credit certificate may also transfer, convey, or sell 
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the certificate.

(h) A producer that purchases a production tax credit certificate may apply the 
credits against its production tax liability under AS 43.55.011 (e) or (f). Regardless of the 
price the producer paid for the certificate, the producer may receive a credit against its 
production tax liability for the full amount of the credit, but for not more than the amount 
for which the certificate is issued. A production tax credit allowed under this section may 
not be applied more than once.

(i) For a production tax credit under this section,

(1) the amount of the credit that may be applied against the production tax for each 
calendar year may not exceed the total production tax liability under AS 43.55.011 (e) or 
(f) of the taxpayer applying the credit for the same calendar year; and

(2) an amount of the production tax credit that is greater than the total tax liability 
under AS 43.55.011 (e) or (f) of the taxpayer applying the credit for a calendar year may 
be carried forward and applied against the taxpayer's production tax liability under AS 
43.55.011(e) or (f) in one or more immediately following calendar years.

(j) Notwithstanding any other provision of this title, of AS 31.05, or of AS 
40.25.100 , the department shall provide to the Department of Natural Resources 
information submitted with a claim under this section to support the eligibility of an 
exploration expenditure, including seismic exploration data and well data, and any 
information described in (f)(2) of this section received by the department.

(k) In this section,

(1) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(2) "Cook Inlet prospect" means a location within the Cook Inlet sedimentary basin, 
as that term is defined by regulation adopted to implement AS 38.05.180 (f)(4);

(3) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

Sec. 43.55.028. Oil and gas tax credit fund established; cash purchases of tax credit 
certificates.

(a) The oil and gas tax credit fund is established as a separate fund of the state. The 
purpose of the fund is to purchase certain transferable tax credit certificates issued under 
AS 43.55.023 and certain production tax credit certificates issued under AS 43.55.025 .
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(b) The oil and gas tax credit fund consists of

(1) money appropriated to the fund, including any appropriation of the percentage 
provided under (c) of this section of all revenue from taxes levied by AS 43.55.011 that is 
not required to be deposited in the constitutional budget reserve fund established in art. 
IX, sec. 17(a), Constitution of the State of Alaska; and

(2) earnings on the fund.

(c) The applicable percentage for a fiscal year under (b)(1) of this section is 
determined with reference to the average price or value forecast by the department for 
Alaska North Slope oil sold or otherwise disposed of on the United States West Coast 
during the fiscal year for which the appropriation of revenue from taxes levied by AS 
43.55.011 is made. If that forecast is

(1) $60 a barrel or higher, the applicable percentage is 10 percent;

(2) less than $60 a barrel, the applicable percentage is 15 percent.

(d) The department shall manage the fund.

(e) The department, on the written application of the person to whom a transferable 
tax credit certificate has been issued under AS 43.55.023(d) or a production tax credit 
certificate has been issued under AS 43.55.025 (f), may use available money in the oil 
and gas tax credit fund to purchase, in whole or in part, the certificate if the department 
finds that

(1) the calendar year of the purchase is not earlier than the first calendar year for 
which the credit shown on the certificate would otherwise be allowed to be applied 
against a tax;

(2) within 24 months after applying for the transferable tax credit certificate or filing 
a claim for the production tax credit certificate, the applicant incurred a qualified capital 
expenditure or was the successful bidder on a bid submitted for a lease on state land under 
AS 38.05.180 (f);

(3) the amount expended for the purchase would not exceed the total of qualified 
capital expenditures and successful bids described in (2) of this subsection that have not 
been the subject of a finding made under this paragraph for purposes of a previous 
purchase of a certificate;

(4) the applicant does not have an outstanding liability to the state for unpaid 
delinquent taxes under this title;
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(5) the applicant's total tax liability under AS 43.55.011 (e), after application of all 
available tax credits, for the calendar year in which the application is made is zero;

(6) the applicant's average daily production of oil and gas taxable under AS 
43.55.011 (e) during the calendar year preceding the calendar year in which the 
application is made was not more than 50,000 BTU equivalent barrels; and

(7) the purchase is consistent with this section and regulations adopted under this 
section.

(f) Money in the fund remaining at the end of a fiscal year does not lapse and 
remains available for expenditure in successive fiscal years.

(g) The department may adopt regulations to carry out the purposes of this section, 
including standards and procedures to allocate available money among applications for 
purchases the total amount of which exceeds the amount of available money in the fund.

(h) Nothing in this section creates a dedicated fund.

(i) In this section, "qualified capital expenditure" has the meaning given in AS 
43.55.023 .

Sec. 43.55.030. Filing of statements.

(a) A producer that produces oil or gas from a lease or property in the state during a 
calendar year, whether or not any tax payment is due under AS 43.55.020 (a) for that oil 
or gas, shall file with the department on March 31 of the following year a statement, 
under oath, in a form prescribed by the department, giving, with other information 
required, the following:

(1) a description of each lease or property from which oil or gas was produced, by 
name, legal description, lease number, or accounting codes assigned by the department;

(2) the names of the producer and, if different, the person paying the tax, if any;

(3) the gross amount of oil and the gross amount of gas produced from each lease or 
property, and the percentage of the gross amount of oil and gas owned by the producer;

(4) the gross value at the point of production of the oil and of the gas produced from 
each lease or property owned by the producer and the costs of transportation of the oil and 
gas;
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(5) the name of the first purchaser and the price received for the oil and for the gas, 
unless relieved from this requirement in whole or in part by the department;

(6) the producer's qualified capital expenditures, as defined in AS 43.55.023, other 
lease expenditures under AS 43.55.165 , and adjustments or other payments or credits 
under AS 43.55.170 ;

(7) the production tax values of the oil and gas under AS 43.55.160 ;

(8) any claims for tax credits to be applied; and

(9) calculations showing the amounts, if any, that were or are due under AS 
43.55.020 (a) and interest on any underpayment or overpayment.

(b) [Repealed, Sec. 11 ch 101 SLA 1972].

(c) [Repealed, Sec. 11 ch 101 SLA 1972].

(d) Reports required under this section are delinquent the first day following the day 
the report is due. The person required to file the report is liable for a penalty, as 
determined by the department under standards adopted in regulation by the department, of 
not more than $1,000 for each day the person fails to file the report at the time required. 
The penalty is in addition to the penalties in AS 43.05.220 and 43.05.290 and is assessed, 
collected, and paid in the same manner as a tax deficiency under this title. In this 
subsection, "report" includes a statement.

(e) An explorer or producer that incurs a lease expenditure under AS 43.55.165 or 
receives a payment or credit under AS 43.55.170 during a calendar year but does not 
produce oil or gas from a lease or property in the state during the calendar year shall file 
with the department on March 31 of the following year a statement, under oath, in a form 
prescribed by the department, giving, with other information required, the following:

(1) the producer's qualified capital expenditures, as defined in AS 43.55.023, other 
lease expenditures under AS 43.55.165 , and adjustments or other payments or credits 
under AS 43.55.170 ; and

(2) if the explorer or producer receives a payment or credit under AS 43.55.170, 
calculations showing whether the explorer or producer is liable for a tax under AS 
43.55.160 (d) or 43.55.170(b) and, if so, the amount.

(f) The department may require a producer, an explorer, or an operator of a lease or 
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property to file monthly reports, as applicable, of

(1) the amounts and gross value at the point of production of oil and gas produced;

(2) transportation costs of the oil and gas;

(3) any unscheduled interruption of, or reduction in the rate of, oil or gas production;

(4) lease expenditures and adjustments under AS 43.55.165 and 43.55.170;

(5) joint interest billings;

(6) contracts for the sale or transportation of oil or gas;

(7) information and calculations used in determining monthly installment payments 
of estimated tax under AS 43.55.020 (a); and

(8) other records and information the department considers necessary for the 
administration of this chapter.

Sec. 43.55.040. Powers of Department of Revenue.

Except as provided in AS 43.05.405 - 43.05.499, the department may

(1) require a person engaged in production and the agent or employee of the person, 
and the purchaser of oil or gas, or the owner of a royalty interest in oil or gas to furnish, 
whether by the filing of regular statements or reports or otherwise, additional information 
that is considered by the department as necessary to compute the amount of the tax; 
notwithstanding any contrary provision of law, the disclosure of additional information 
under this paragraph to the producer obligated to pay the tax does not violate AS 
40.25.100 (a) or AS 43.05.230(a); before disclosing information under this paragraph that 
is otherwise required to be held confidential under AS 40.25.100 (a) or AS 43.05.230 (a), 
the department shall

(A) provide the person that furnished the information a reasonable opportunity to be 
heard regarding the proposed disclosure and the conditions to be imposed under (B) of 
this paragraph; and

(B) impose appropriate conditions limiting

(i) access to the information to those legal counsel, consultants, employees, officers, 
and agents of the producer who have a need to know that information for the purpose of 
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determining or contesting the producer's tax obligation; and

(ii) the use of the information to use for that purpose;

(2) examine the books, records, and files of the person;

(3) conduct hearings and compel the attendance of witnesses and the production of 
books, records, and papers of any person;

(4) make an investigation or hold an inquiry that is considered necessary to a 
disclosure of the facts as to

(A) the amount of production from any oil or gas location, or of a company or other 
producer of oil or gas; and

(B) the rendition of the oil and gas for taxing purposes;

(5) require a producer, an explorer, or an operator of a lease or property to file 
reports and copies of records that the department considers necessary to forecast state 
revenue under this chapter; in the case of reports and copies of records relating to 
proposed, expected, or approved unit expenditures for a unit for which one or more 
working interest owners other than the operator have authority to approve unit 
expenditures, the required reports and copies of records are limited to those reports or 
copies of records that constitute or disclose communications between the operator and the 
working interest owners relating to unit budget matters;

(6) require a producer that has an average total production in the state of more than 
100,000 barrels a day for a calendar year to report the gross value at the point of 
production of the producer's taxable oil and gas in the state for a calendar year and the 
total amount of lease expenditures in the state for that calendar year; and

(7) assess against a person required under this section to file a report, statement, or 
other document a penalty, as determined by the department under standards adopted in 
regulation by the department, of not more than $1,000 for each day the person fails to file 
the report, statement, or other document after notice by the department; the penalty is in 
addition to any penalties under AS 43.05.220 and 43.05.290 and is assessed, collected, 
and paid in the same manner as a tax deficiency under this title; the penalty shall bear 
interest at the rate specified under AS 43.05.225 (1).

Sec. 43.55.050. Incorrect returns.

The department may determine whether or not a return required by this chapter to be filed 
with it is correct. If a person makes an untrue or incorrect return of the gross production 
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or the value of it, or fails or refuses to make a return, the department shall, under 
regulations adopted by it, determine the correct amount of gross production or the value 
of it, and compute the tax.

Sec. 43.55.060. Delinquency.

When the tax provided for in this chapter becomes delinquent, it bears interest as 
provided in AS 43.05.225 (1). If any person fails to make a report required by this 
chapter, within the time prescribed by law for the report, the department shall examine the 
books, records and files of the person to determine the amount and value of the 
production to compute the tax, and the department shall add to the tax the cost of the 
examination, together with any penalties accrued.

Sec. 43.55.070. Lien for tax. [Repealed, Sec. 4 ch 94 SLA 1976. For current law, see AS 
43.10.035 ].

Repealed or Renumbered

Sec. 43.55.075. Limitation on assessment and amended returns.

(a) Except as provided in AS 43.05.260 (c), the amount of a tax imposed by this 
chapter must be assessed within six years after the return was filed.

(b) A decision of a regulatory agency, court, or other body with authority to resolve 
disputes that results in a retroactive change to a lease expenditure, to an adjustment to a 
lease expenditure, to costs of transportation, to sale price, to prevailing value, or to 
consideration of quality differentials relating to the commingling of oils has a 
corresponding effect, either an increase or decrease, as applicable, on the production tax 
value of oil or gas or the amount or availability of a tax credit as determined under this 
chapter. For purposes of this section, a change to a lease expenditure includes a change in 
the categorization of a lease expenditure as a qualified capital expenditure or as not a 
qualified capital expenditure. The producer shall

(1) within 60 days after the change, notify the department in writing; and

(2) within 120 days after the change, file amended returns covering all periods 
affected by the change, unless the department agrees otherwise or a stay is in place that 
affects the filing or payment, regardless of the pendency of appeals of the decision.

(c) If an alteration in or modification of a producer's federal income tax return or a 
recomputation of the producer's federal income tax or determination of deficiency occurs 
that affects the amount of a tax imposed on the producer under this chapter, the producer 
shall
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(1) within 60 days after the final determination of the alteration, modification, 
recomputation, or deficiency, notify the department in writing; and

(2) within 120 days after the final determination of the alteration, modification, 
recomputation, or deficiency, file amended returns covering all affected periods.

(d) In this section,

(1) "qualified capital expenditure" has the meaning given in AS 43.55.023;

(2) "return" includes a report, a statement, and an amended return, report, or 
statement.

Sec. 43.55.080. Collection and deposit of revenue.

Except as otherwise provided under art. IX, sec. 17, Constitution of the State of Alaska, 
the department shall deposit in the general fund the money collected by it under AS 
43.55.011 - 43.55.180.

Sec. 43.55.090. Refunds.

In case of overpayment, duplicate payment or payment made in error, the department may 
refund the amount of the overpayment under AS 43.10.210.

Sec. 43.55.100. Acceptance of deductions. [Repealed, Sec. 15 ch 101 SLA 1972].

Repealed or Renumbered

Sec. 43.55.110. Administration.

(a) The department may adopt regulations for the purpose of making and filing 
reports required by this chapter and otherwise necessary to the enforcement of this 
chapter.

(b) The department may require a sufficient bond from every person charged with 
the making and filing of reports and the payment of the tax. The bond shall run to the 
state and shall be conditioned upon the making and filing of reports as required by law, 
upon compliance with the regulations of the department, and for the prompt payment, by 
the principal on the bond, of all taxes due the state by virtue of this chapter.

(c) If reports required have not been filed, or are insufficient to furnish the 
information required by the department, the department shall institute, in the name of the 
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state upon relation of the department, the necessary action or proceedings to enjoin the 
person from continuing operations until the reports are filed.

(d) Upon showing that the state is in danger of losing its claims or the property is 
being mismanaged, dissipated or concealed, a receiver shall be appointed at the suit of the 
state.

(e) The department may require that returns, statements, reports, notifications, and 
applications filed under this chapter be filed electronically in a form and manner 
approved or prescribed by the department.

(f) The department may require that payments required under this chapter be made 
electronically in a form and manner approved or prescribed by the department.

(g) Notwithstanding AS 44.62, the department may issue, for the information and 
guidance of producers, explorers, and other interested persons, advisory bulletins stating 
the department's interpretation of provisions of this chapter and of regulations adopted 
under this chapter. Unless otherwise provided by the department by regulation, 
interpretations stated in the advisory bulletins are not binding on the department or others.

(h) Subject to legislative appropriation, the department may compensate a person 
who provides information to the department about noncompliance with the provisions of 
this chapter by an explorer or a producer of oil or gas if that information leads to the 
collection of additional taxes, penalties, or interest from the producer. The amount of 
compensation under this subsection may not exceed the lesser of $500,000 or 10 percent 
of the additional tax, penalty, or interest collected as a result of the information. A state 
employee or an agent of the state is not eligible for compensation under this subsection.

(i) A person who, under (h) of this section, provides, in bad faith, to the department 
erroneous information about noncompliance with the provisions of this chapter by an 
explorer or producer of oil or gas shall pay to the

(1) department all expenses related to the department's investigation of the alleged 
noncompliance; and

(2) explorer or producer about whom the noncompliance was alleged all expenses 
that are incurred by the explorer or producer relating to the department's investigation of 
the alleged noncompliance.

Sec. 43.55.120. - 43.55.130l Noncompliance and false reports. [Repealed, Sec. 46 ch 113 
SLA 1980. For criminal penalties, see AS 43.05.290].

Repealed or Renumbered
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Sec. 43.55.135. Measurement.

For the purposes of AS 43.55.011 - 43.55.180, except as otherwise provided, oil is 
measured in terms of a "barrel of oil" and gas is measured in terms of a "cubic foot of 
gas."

Sec. 43.55.140. [Renumbered as AS 43.55.900 ].

Repealed or Renumbered

Sec. 43.55.150. Determination of gross value at the point of production.

(a) For the purposes of AS 43.55.011 - 43.55.180, the gross value at the point of 
production is calculated using the actual costs of transportation of the oil or gas, except 
when the

(1) shipper of oil or gas is affiliated with the transportation carrier or with a person 
that owns an interest in the transportation facility;

(2) contract for the transportation of oil or gas is not an arm's length transaction; or

(3) method or terms of transportation of oil or gas are not reasonable in view of 
existing alternative transportation options.

(b) If the department finds that a condition in (a)(1), (2), or (3) of this section is 
present, the gross value at the point of production is calculated using the actual costs of 
transportation, or the reasonable costs of transportation as determined under this 
subsection, whichever is lower. The department shall determine the reasonable costs of 
transportation, using the fair market value of like transportation, the fair market value of 
equally efficient and available alternative modes of transportation, or other reasonable 
methods. Transportation costs fixed by tariff rates that have been adjudicated as just and 
reasonable by the Regulatory Commission of Alaska or another regulatory agency and 
transportation costs in an arm's length transaction paid by parties not affiliated with an 
owner of the method of transportation shall be considered prima facie reasonable.

(c) In determining the gross value of oil under this section, the department may not 
allow as reasonable costs of transportation

(1) the amount of loss of or damage to, or of expense incurred due to the loss of or 
damage to, a vessel used to transport oil if the loss, damage, or expense is incurred in 
connection with a catastrophic oil discharge from the vessel into the marine or inland 
waters of the state;
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(2) the incremental costs of transportation of the oil that are attributable to 
temporary use of or chartered or substituted service provided by another vessel due to the 
loss of or damage to a vessel regularly used to transport oil and that are incurred in 
connection with a catastrophic oil discharge into the marine or inland waters of the state; 
and

(3) the costs incurred to charter, contract, or hire vessels and equipment used to 
contain or clean up a catastrophic oil discharge.

Sec. 43.55.160. Determination of production tax value of oil and gas.

(a) Except as provided in (b) of this section, for the purposes of

(1) AS 43.55.011 (e), the annual production tax value of the taxable

(A) oil and gas produced during a calendar year from leases or properties in the state 
that include land north of 68 degrees North latitude is the gross value at the point of 
production of the oil and gas taxable under AS 43.55.011 (e) and produced by the 
producer from those leases or properties, less the producer's lease expenditures under AS 
43.55.165 for the calendar year applicable to the oil and gas produced by the producer 
from those leases or properties, as adjusted under AS 43.55.170 ; this subparagraph does 
not apply to gas subject to AS 43.55.011 (o);

(B) oil and gas produced during a calendar year from leases or properties in the state 
outside the Cook Inlet sedimentary basin, no part of which is north of 68 degrees North 
latitude, is the gross value at the point of production of the oil and gas taxable under AS 
43.55.011(e) and produced by the producer from those leases or properties, less the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
oil and gas produced by the producer from those leases or properties, as adjusted under 
AS 43.55.170; this subparagraph does not apply to gas subject to AS 43.55.011(o);

(C) oil produced during a calendar year from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the oil taxable under AS 
43.55.011 (e) and produced by the producer from that lease or property, less the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
oil produced by the producer from that lease or property, as adjusted under AS 43.55.170 ;

(D) gas produced during a calendar year from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the gas taxable under 
AS 43.55.011 (e) and produced by the producer from that lease or property, less the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
gas produced by the producer from that lease or property, as adjusted under AS 
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43.55.170 ;

(E) gas produced during a calendar year from a lease or property outside the Cook 
Inlet sedimentary basin and used in the state is the gross value at the point of production 
of that gas taxable under AS 43.55.011(e) and produced by the producer from that lease 
or property, less the producer's lease expenditures under AS 43.55.165 for the calendar 
year applicable to that gas produced by the producer from that lease or property, as 
adjusted under AS 43.55.170 ;

(2) AS 43.55.011 (g), the monthly production tax value of the taxable

(A) oil and gas produced during a month from leases or properties in the state that 
include land north of 68 degrees North latitude is the gross value at the point of 
production of the oil and gas taxable under AS 43.55.011 (e) and produced by the 
producer from those leases or properties, less 1/12 of the producer's lease expenditures 
under AS 43.55.165 for the calendar year applicable to the oil and gas produced by the 
producer from those leases or properties, as adjusted under AS 43.55.170; this 
subparagraph does not apply to gas subject to AS 43.55.011(o);

(B) oil and gas produced during a month from leases or properties in the state 
outside the Cook Inlet sedimentary basin, no part of which is north of 68 degrees North 
latitude, is the gross value at the point of production of the oil and gas taxable under AS 
43.55.011 (e) and produced by the producer from those leases or properties, less 1/12 of 
the producer's lease expenditures under AS 43.55.165 for the calendar year applicable to 
the oil and gas produced by the producer from those leases or properties, as adjusted 
under AS 43.55.170 ; this subparagraph does not apply to gas subject to AS 43.55.011 (o);

(C) oil produced during a month from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the oil taxable under AS 
43.55.011 (e) and produced by the producer from that lease or property, less 1/12 of the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
oil produced by the producer from that lease or property, as adjusted under AS 43.55.170 ;

(D) gas produced during a month from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the gas taxable under 
AS 43.55.011 (e) and produced by the producer from that lease or property, less 1/12 of 
the producer's lease expenditures under AS 43.55.165 for the calendar year applicable to 
the gas produced by the producer from that lease or property, as adjusted under AS 
43.55.170 ;

(E) gas produced during a month from a lease or property outside the Cook Inlet 
sedimentary basin and used in the state is the gross value at the point of production of that 
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gas taxable under AS 43.55.011 (e) and produced by the producer from that lease or 
property, less 1/12 of the producer's lease expenditures under AS 43.55.165 for the 
calendar year applicable to that gas produced by the producer from that lease or property, 
as adjusted under AS 43.55.170 .

(b) A production tax value calculated under this section may not be less than zero.

(c) Notwithstanding any contrary provision of AS 43.55.150 , for purposes of 
calculating a monthly production tax value under (a)(2) of this section, the gross value at 
the point of production of the oil and gas is calculated under regulations adopted by the 
department that provide for using an appropriate monthly share of the producer's costs of 
transportation for the calendar year.

(d) Irrespective of whether a producer produces taxable oil or gas during a calendar 
year or month, the producer is considered to have generated a positive production tax 
value if a calculation described in (a) of this section yields a positive number because the 
producer's adjusted lease expenditures for a calendar year under AS 43.55.165 and 
43.55.170 are less than zero as a result of the producer's receiving a payment or credit 
under AS 43.55.170 . An explorer that has taken a tax credit under AS 43.55.023 (b) or 
that has obtained a transferable tax credit certificate under AS 43.55.023 (d) for the 
amount of a tax credit under AS 43.55.023 (b) is considered a producer, subject to the tax 
levied under AS 43.55.011 (e), to the extent that the explorer generates a positive 
production tax value as the result of the explorer's receiving a payment or credit under AS 
43.55.170 .

(e) Any adjusted lease expenditures under AS 43.55.165 and 43.55.170 that would 
otherwise be deductible by a producer in a calendar year but whose deduction would 
cause an annual production tax value calculated under (a)(1) of this section of taxable oil 
or gas produced during the calendar year to be less than zero may be used to establish a 
carried-forward annual loss under AS 43.55.023 (b). However, the department shall 
provide by regulation a method to ensure that, for a period for which a producer's tax 
liability is limited by AS 43.55.011(j), (k), or (o), any adjusted lease expenditures under 
AS 43.55.165 and 43.55.170 that would otherwise be deductible by a producer for that 
period but whose deduction would cause a production tax value calculated under (a)(1)
(C), (D), or (E) of this section to be less than zero are accounted for as though the 
adjusted lease expenditures had first been used as deductions in calculating the production 
tax values of oil or gas subject to any of the limitations under AS 43.55.011 (j), (k), or (o) 
that have positive production tax values so as to reduce the tax liability calculated without 
regard to the limitation to the maximum amount provided for under the applicable 
provision of AS 43.55.011 (j), (k), or (o). Only the amount of those adjusted lease 
expenditures remaining after the accounting provided for under this subsection may be 
used to establish a carried-forward annual loss under AS 43.55.023 (b). In this subsection, 
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"producer" includes "explorer."

Sec. 43.55.165. Lease expenditures.

(a) Except as provided in (j) and (k) of this section, for purposes of this chapter, a 
producer's lease expenditures for a calendar year are

(1) costs, other than items listed in (e) of this section, that are

(A) incurred by the producer during the calendar year after March 31, 2006, to 
explore for, develop, or produce oil or gas deposits located within the producer's leases or 
properties in the state or, in the case of land in which the producer does not own an 
operating right, operating interest, or working interest, to explore for oil or gas deposits 
within other land in the state; and

(B) allowed by the department by regulation, based on the department's 
determination that the costs satisfy the following three requirements:

(i) the costs must be incurred upstream of the point of production of oil and gas;

(ii) the costs must be ordinary and necessary costs of exploring for, developing, or 
producing, as applicable, oil or gas deposits; and

(iii) the costs must be direct costs of exploring for, developing, or producing, as 
applicable, oil or gas deposits; and

(2) a reasonable allowance for that calendar year, as determined under regulations 
adopted by the department, for overhead expenses that are directly related to exploring 
for, developing, or producing, as applicable, the oil or gas deposits.

(b) For purposes of (a) of this section,

(1) direct costs include

(A) an expenditure, when incurred, to acquire an item if the acquisition cost is 
otherwise a direct cost, notwithstanding that the expenditure may be required to be 
capitalized rather than treated as an expense for financial accounting or federal income 
tax purposes;

(B) payments of or in lieu of property taxes, sales and use taxes, motor fuel taxes, 
and excise taxes;

(2) an activity does not need to be physically located on, near, or within the 
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4355024!27]/doc/{@17510}? (19 of 26) [2/11/2008 11:33:47 AM]



DOC Frame Page

premises of the lease or property within which an oil or gas deposit being explored for, 
developed, or produced is located in order for the cost of the activity to be a cost upstream 
of the point of production of the oil or gas;

(3) in determining whether costs are lease expenditures, the department may 
consider, among other factors, the

(A) typical industry practices and standards in the state that determine the costs, 
other than items listed in (e) of this section, that an operator is allowed to bill a producer 
that is not the operator, under unit operating agreements or similar operating agreements 
that were in effect before December 2, 2005, and were subject to negotiation with at least 
one producer with substantial bargaining power, other than the operator; and

(B) standards adopted by the Department of Natural Resources that determine the 
costs, other than items listed in (e) of this section, that a lessee is allowed to deduct from 
revenue in calculating net profits under a lease issued under AS 38.05.180 (f)(3)(B), (D), 
or (E).

(c) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(d) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(e) For purposes of this section, lease expenditures do not include

(1) depreciation, depletion, or amortization;

(2) oil or gas royalty payments, production payments, lease profit shares, or other 
payments or distributions of a share of oil or gas production, profit, or revenue, except 
that a producer's lease expenditures applicable to oil and gas produced from a lease issued 
under AS 38.05.180 (f)(3)(B), (D), or (E) include the share of net profit paid to the state 
under that lease;

(3) taxes based on or measured by net income;

(4) interest or other financing charges or costs of raising equity or debt capital;

(5) acquisition costs for a lease or property or exploration license;

(6) costs arising from fraud, wilful misconduct, gross negligence, violation of law, 
or failure to comply with an obligation under a lease, permit, or license issued by the state 
or federal government;

(7) fines or penalties imposed by law;
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(8) costs of arbitration, litigation, or other dispute resolution activities that involve 
the state or concern the rights or obligations among owners of interests in, or rights to 
production from, one or more leases or properties or a unit;

(9) costs incurred in organizing a partnership, joint venture, or other business entity 
or arrangement;

(10) amounts paid to indemnify the state; the exclusion provided by this paragraph 
does not apply to the costs of obtaining insurance or a surety bond from a third-party 
insurer or surety;

(11) surcharges levied under AS 43.55.201 or 43.55.300;

(12) an expenditure otherwise deductible under (b) of this section that is a result of 
an internal transfer, a transaction with an affiliate, or a transaction between related parties, 
or is otherwise not an arm's length transaction, unless the producer establishes to the 
satisfaction of the department that the amount of the expenditure does not exceed the fair 
market value of the expenditure;

(13) an expenditure incurred to purchase an interest in any corporation, partnership, 
limited liability company, business trust, or any other business entity, whether or not the 
transaction is treated as an asset sale for federal income tax purposes;

(14) a tax levied under AS 43.55.011 ;

(15) costs incurred for dismantlement, removal, surrender, or abandonment of a 
facility, pipeline, well pad, platform, or other structure, or for the restoration of a lease, 
field, unit, area, tract of land, body of water, or right-of-way in conjunction with 
dismantlement, removal, surrender, or abandonment; a cost is not excluded under this 
paragraph if the dismantlement, removal, surrender, or abandonment for which the cost is 
incurred is undertaken for the purpose of replacing, renovating, or improving the facility, 
pipeline, well pad, platform, or other structure;

(16) costs incurred for containment, control, cleanup, or removal in connection with 
any unpermitted release of oil or a hazardous substance and any liability for damages 
imposed on the producer or explorer for that unpermitted release; this paragraph does not 
apply to the cost of developing and maintaining an oil discharge prevention and 
contingency plan under AS 46.04.030 ;

(17) costs incurred to satisfy a work commitment under an exploration license under 
AS 38.05.132 ;
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(18) that portion of expenditures, that would otherwise be qualified capital 
expenditures, as defined in AS 43.55.023 , incurred during a calendar year that are less 
than the product of $0.30 multiplied by the total taxable production from each lease or 
property, in BTU equivalent barrels, during that calendar year, except that, when a 
portion of a calendar year is subject to this provision, the expenditures and volumes shall 
be prorated within that calendar year;

(19) costs incurred for repair, replacement, or deferred maintenance of a facility, a 
pipeline, a structure, or equipment, other than a well, that results in or is undertaken in 
response to a failure, problem, or event that results in an unscheduled interruption of, or 
reduction in the rate of, oil or gas production; or costs incurred for repair, replacement, or 
deferred maintenance of a facility, a pipeline, a structure, or equipment, other than a well, 
that is undertaken in response to, or is otherwise associated with, an unpermitted release 
of a hazardous substance or of gas; however, costs under this paragraph that would 
otherwise constitute lease expenditures under (a) and (b) of this section may be treated as 
lease expenditures if the department determines that the repair or replacement is solely 
necessitated by an act of war, by an unanticipated grave natural disaster or other natural 
phenomenon of an exceptional, inevitable, and irresistible character, the effects of which 
could not have been prevented or avoided by the exercise of due care or foresight, or by 
an intentional or negligent act or omission of a third party, other than a party or its agents 
in privity of contract with, or employed by, the producer or an operator acting for the 
producer, but only if the producer or operator, as applicable, exercised due care in 
operating and maintaining the facility, pipeline, structure, or equipment, and took 
reasonable precautions against the act or omission of the third party and against the 
consequences of the act or omission; in this paragraph,

(A) "costs incurred for repair, replacement, or deferred maintenance of a facility, a 
pipeline, a structure, or equipment" includes costs to dismantle and remove the facility, 
pipeline, structure, or equipment that is being replaced;

(B) "hazardous substance" has the meaning given in AS 46.03.826 ;

(C) "replacement" includes renovation or improvement;

(20) costs incurred to construct, acquire, or operate a refinery or crude oil topping 
plant, regardless of whether the products of the refinery or topping plant are used in oil or 
gas exploration, development, or production operations; however, if a producer owns a 
refinery or crude oil topping plant that is located on or near the premises of the producer's 
lease or property in the state and that processes the producer's oil produced from that 
lease or property into a product that the producer uses in the operation of the lease or 
property in drilling for or producing oil or gas, the producer's lease expenditures include 
the amount calculated by subtracting from the fair market value of the product used the 
prevailing value, as determined under AS 43.55.020 (f), of the oil that is processed;
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(21) costs of lobbying, public relations, public relations advertising, or policy 
advocacy.

(f) For purposes of AS 43.55.023 (a) and (b) and only as to expenditures incurred to 
explore for an oil or gas deposit located within land in which an explorer does not own a 
working interest, the term "producer" in this section includes "explorer."

(g) The department shall specify or approve a reasonable allocation method for 
determining the portion of a cost that is appropriately treated as a lease expenditure under 
this section if a cost that would otherwise constitute a lease expenditure under this section 
is incurred to explore for, develop, or produce

(1) both an oil or gas deposit located within land outside the state and an oil or gas 
deposit located within a lease or property, or other land, in the state; or

(2) an oil or gas deposit located partly within land outside the state and partly within 
a lease or property, or other land, in the state.

(h) The department shall adopt regulations that provide for reasonable methods of 
allocating costs between oil and gas, between gas subject to AS 43.55.011 (o) and other 
gas, and between leases or properties in those circumstances where an allocation of costs 
is required to determine lease expenditures that are costs of exploring for, developing, or 
producing oil deposits or costs of exploring for, developing, or producing gas deposits, or 
that are costs of exploring for, developing, or producing oil or gas deposits located within 
different leases or properties.

(i) The department may adopt regulations that establish additional standards 
necessary to carrying out the purposes of this section and AS 43.55.170 , including the 
incorporation of the concepts of 26 U.S.C. 482 (Internal Revenue Code), as amended, the 
related or accompanying regulations of that provision, and any ruling or guidance issued 
by the United States Internal Revenue Service that relates to that provision.

(j) For purposes of AS 43.55.160 , for a calendar year after 2006 and before 2010, a 
producer's total lease expenditures, before adjustment under AS 43.55.170 , that are 
applicable to oil and gas produced by the producer from all leases or properties from 
which 1,000,000,000 BTU equivalent barrels of oil or gas have been cumulatively 
produced by the close of 2006 and from which the average daily oil and gas production 
during 2006 exceeded 100,000 BTU equivalent barrels as the unit boundaries were 
defined on January 1, 2007, are determined under this subsection and (k) of this section. 
Except as otherwise provided under (k) of this section, the producer's total lease 
expenditures, other than qualified capital expenditures, (1) for calendar year 2007, are 
equal to the product of 1.37 multiplied by the total lease expenditures for calendar year 
2006, other than qualified capital expenditures, that are applicable to oil and gas produced 
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by the producer from all leases or properties within the unit, as reported on the producer's 
statement under AS 43.55.030 (a) for calendar year 2006, and (2) for a calendar year after 
2007, are equal to the product of 1.03 multiplied by the total lease expenditures, other 
than qualified capital expenditures, determined for the previous calendar year under this 
subsection. The producer's total lease expenditures for a calendar year after 2006 that are 
applicable to oil and gas produced by the producer from all leases or properties within a 
unit subject to this subsection are the sum of the producer's qualified capital expenditures 
incurred during the calendar year that are applicable to that oil and gas plus the lease 
expenditures, other than qualified capital expenditures, that are applicable to that oil and 
gas as determined under this subsection and (k) of this section. If a producer whose lease 
expenditures for 2006 are used to determine lease expenditures for a later calendar year 
under this subsection transfers an interest in an affected lease or property to a different 
producer or if the unit area of the applicable unit is changed from the area as it existed on 
December 31, 2006, the transferee's lease expenditures applicable to oil and gas produced 
by the transferee from the lease or property and a producer's lease expenditures applicable 
to oil or gas produced from a lease or property within a unit area as it existed on 
December 31, 2006, continue to be determined under this subsection using those 2006 
lease expenditures. In this subsection, "qualified capital expenditures" has the meaning 
given in AS 43.55.023 .

(k) If, after audit by the department of a producer's statement or amended statement 
under AS 43.55.030 (a) for calendar year 2006, the department finally determines that the 
reported amount of total lease expenditures, other than qualified capital expenditures, for 
calendar year 2006 applicable to oil and gas produced by the producer from all leases or 
properties within a unit subject to (j) of this section exceeds by more than 10 percent the 
actual amount of those lease expenditures, other than qualified capital expenditures, the 
producer or transferee, as applicable, shall (1) substitute the actual amount of those lease 
expenditures, other than qualified capital expenditures, for purposes of the calculations 
set out in (j) of this section, and (2) file amended statements for affected past tax periods 
within 60 days after the final determination. The commissioner may adjust the deduction 
applicable under (j) of this section on changes in unit boundaries.

(l) For purposes of this section,

(1) "explore" includes conducting geological or geophysical exploration, including 
drilling a stratigraphic test well;

(2) "ordinary and necessary" has the meaning given in 26 U.S.C. 162 (Internal 
Revenue Code), as amended, and regulations adopted under that section;

(3) "stratigraphic test well" means a well drilled for the sole purpose of obtaining 
geological information to aid in exploring for an oil or gas deposit and the target zones of 
which are located in the state.
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Sec. 43.55.170. Adjustments to lease expenditures.

(a) A producer's lease expenditures under AS 43.55.165 must be adjusted by 
subtracting payments or credits, other than tax credits, received by the producer or by an 
operator acting for the producer for

(1) the use by another person of a production facility in which the producer has an 
ownership interest or the management by the producer of a production facility under a 
management agreement providing for the producer to receive a management fee;

(2) a reimbursement or similar payment that offsets the producer's lease 
expenditures, including an insurance recovery from a third-party insurer and a payment 
from the state or federal government for reimbursement of the producer's upstream costs, 
including costs for gathering, separating, cleaning, dehydration, compressing, or other 
field handling associated with the production of oil or gas upstream of the point of 
production;

(3) the sale or other transfer of

(A) an asset, including geological, geophysical, or well data or interpretations, 
acquired by the producer as a result of a lease expenditure or an expenditure that would 
be a lease expenditure if it were incurred after March 31, 2006; for purposes of this 
subparagraph,

(i) if a producer removes from the state, for use outside the state, an asset described 
in this subparagraph, the value of the asset at the time it is removed is considered a 
payment received by the producer for sale or transfer of the asset;

(ii) for a transaction that is an internal transfer or is otherwise not an arm's length 
transaction, if the sale or transfer of the asset is made for less than fair market value, the 
amount subtracted must be the fair market value; and

(B) oil or gas

(i) that is not considered produced from a lease or property under AS 43.55.020 (e); 
and

(ii) the cost of acquiring which is a lease expenditure incurred by the person that 
acquires the oil or gas.

(b) Except as otherwise provided under this subsection, if one or more payments or 
credits subject to this section are received by a producer or by an operator acting for the 
producer during a calendar year and if either the total amount of the payments or credits 
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exceeds the amount of the producer's applicable lease expenditures for that calendar year 
or the producer has no lease expenditures for that calendar year, the producer shall 
nevertheless subtract those payments or credits from the lease expenditures or from zero, 
respectively, and the producer's applicable adjusted lease expenditures for that calendar 
year are a negative number and shall be applied to the pertinent calculation under AS 
43.55.160 (a) as a negative number.

(c) For purposes of AS 43.55.023 (a) and (b) and only as to expenditures incurred to 
explore for an oil or gas deposit located within land in which an explorer does not own a 
working interest, the term "producer" in this section includes "explorer."

 
 
Title 43. REVENUE AND TAXATION 
Chapter 43.55. OIL AND GAS PRODUCTION TAX AND OIL SURCHARGE 
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Sec. 21.89.070. Insurance tax credit for gifts to colleges.

(a) A taxpayer is allowed a credit against the tax due under AS 21.09.210 or AS 
21.66.110 for cash contributions for direct instruction, research, and educational support 
purposes, including library and museum acquisitions, and contributions to endowment, 
that are accepted by a nonprofit, public or private, Alaska two-year or four-year college or 
university accredited by a regional accreditation association or that are accepted by an 
Alaska university foundation that supports a university or college that could receive a 
contribution for which a taxpayer may obtain a credit under this section. The amount of 
the credit is the lesser of

(1) an amount equal to

(A) 50 percent of contributions of not more than $100,000; and

(B) 100 percent of the next $100,000 of contributions; or

(2) 50 percent of the taxpayer's tax liability under this title.

(b) Each public college and university shall include in its annual operating budget 
request contributions received and how the contributions were used.

(c) A contribution claimed as a credit under this section may not

(1) be claimed as a credit under more than one provision of this title; and

(2) when combined with credits taken during the taxpayer's tax year under AS 
21.89.075 , AS 43.20.014 , AS 43.55.019 , AS 43.56.018 , AS 43.65.018, AS 43.75.018 , 
or AS 43.77.045 , exceed $150,000.

(d) A contribution allowed as a tax credit under this section is not subject to AS 
21.09.270 .

Sec. 21.89.071. Insurance tax credit for gifts to Alaska veterans' memorial endowment 
fund. [Repealed, Sec. 25 ch. 46 SLA 2002].

Repealed or Renumbered

Sec. 21.89.075. Insurance tax credit for gifts to the Alaska Fire Standards Council.

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as2189070!27]/doc/{@10581}? (1 of 16) [2/11/2008 11:33:52 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as2189070!27]/toc/{t10581}?
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as2189070!27]/doc/{@10581}?next
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as2189070!27]/doc/{@10581}?prev
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as2189070!27]/doc/{@10581}?nexthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as2189070!27]/doc/{@10581}?prevhit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as2189070!27]/doc/{@10581}?prev
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS2166110']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS2166110']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS2189075']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS2189075']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4355019']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS2109270']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS2109270']/doc/{@1}?firsthit


DOC Frame Page

(a) For cash contributions prequalified under (d) of this section and made for fire 
services programs to the Alaska Fire Standards Council established under AS 18.70.330 , 
a taxpayer is allowed a credit against the tax due under AS 21.09.210 that is imposed on 
insurance that includes coverage for losses due to fire.

(b) The amount of the credit allowed to a taxpayer under (a) of this section is the 
lesser of

(1) an amount equal to

(A) 50 percent of contributions of not more than $100,000; and

(B) 100 percent of the next $100,000 of contributions; or

(2) 50 percent of the taxpayer's tax liability under this title.

(c) A contribution claimed by a taxpayer as a credit under this section may not

(1) be claimed as a credit under more than one provision of this title;

(2) when combined with credits taken during the taxpayer's tax year under AS 
21.89.070 , AS 43.20.014 , AS 43.55.019 , AS 43.56.018 , AS 43.65.018, AS 43.75.018 , 
or AS 43.77.045 , exceed $150,000; or

(3) be claimed as a credit unless the contribution qualifies for the credit under (d) of 
this section.

(d) A taxpayer may not claim a contribution as a credit under (a) of this section 
unless the taxpayer applies to the director for prequalification of the contribution as a tax 
credit and receives written notice from the director that the contribution prequalifies for 
the tax credit described under this section. The director shall allow prequalified tax credits 
for contributions under this section in the order that the director receives applications by 
taxpayers and may not provide notice of prequalification if the taxpayer's contribution 
would cause the total contributions made by all taxpayers during the calendar tax year to 
exceed $300,000.

(e) A contribution allowed as a tax credit under this section is not subject to AS 
21.09.270 .

Sec. 21.89.080. Electronic transactions.

(a) Notwithstanding any contrary provision of this title, the director may, by 
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regulation or by order, provide for the electronic transaction of any information or written 
communication under this title.

(b) An electronic transaction under this section must comply with AS 09.80.

Sec. 21.89.090. Risk retention groups and purchasing groups.

(a) A risk retention group or a purchasing group formed under and in compliance 
with 15 U.S.C. 3901 - 3906 (Liability Risk Retention Act) shall register with the director 
and shall at all times transact business in compliance with federal law and with the laws 
of this state that are not preempted by federal law.

(b) A risk retention group or a purchasing group shall apply for initial registration on 
forms prescribed by the director. Payment of a registration fee established under AS 
21.06.250 shall be submitted with the application.

(c) A risk retention group or a purchasing group may continue its registration if it is 
in compliance with federal law. Payment of an annual continuation fee established under 
AS 21.06.250 shall be submitted with the continuation application.

(d) A risk retention group holding a valid certificate of authority as a domestic 
insurer or a purchasing group duly licensed under AS 21.27 as a resident licensee is not 
required to be additionally registered under this section.

(e) In addition to any other penalty provided by law, a person that the director 
determines under AS 21.06.170 - 21.06.240 has violated a provision of this title relative 
to a risk retention group or a purchasing group is subject to a civil penalty of not more 
than $10,000 for a violation or, if the director determines that the person wilfully violated 
a provision of this title, a civil penalty of not more than $25,000 for a violation.

(f) The director may adopt regulations on the operation and reporting requirements 
of a risk retention group that are not in conflict with 15 U.S.C. 3901 - 3906 (Liability 
Risk Retention Act).

Sec. 21.89.100. Appointment of independent counsel; conflicts of interest; settlement.

(a) If an insurer has a duty to defend an insured under a policy of insurance and a 
conflict of interest arises that imposes a duty on the insurer to provide independent 
counsel to the insured, the insurer shall provide independent counsel to the insured unless 
the insured in writing waives the right to independent counsel. An insurance policy may 
contain a provision that provides a method of selecting independent counsel if the 
provision complies with this section.
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(b) For purposes of this section, the following do not constitute a conflict of interest:

(1) a claim of punitive damages;

(2) a claim of damages in excess of the policy limits;

(3) claims or facts in a civil action for which the insurer denies coverage.

(c) Notwithstanding (b) of this section, if the insurer reserves the insurer's rights on 
an issue for which coverage is denied, the insurer shall provide independent counsel to 
the insured as provided under (a) of this section.

(d) If the insured selects independent counsel at the insurer's expense, the insurer 
may require that the independent counsel have at least four years of experience in civil 
litigation, including defense experience in the general subject area at issue in the civil 
action, and malpractice insurance. Unless otherwise provided in the insurance policy, the 
obligation of the insurer to pay the fee charged by the independent counsel is limited to 
the rate that is actually paid by the insurer to an attorney in the ordinary course of 
business in the defense of a similar civil action in the community in which the claim arose 
or is being defended. In providing independent counsel, the insurer is not responsible for 
the fees and costs of defending an allegation for which coverage is properly denied and 
shall be responsible only for the fees and costs to defend those allegations for which the 
insurer either reserves its position as to coverage or accepts coverage. The independent 
counsel shall keep detailed records allocating fees and costs accordingly. A dispute 
between the insurer and insured regarding attorney fees that is not resolved by the 
insurance policy or this section shall be resolved by arbitration under AS 09.43.

(e) If the insured selects independent counsel at the insurer's expense, the 
independent counsel and the insured shall consult with the insurer on all matters relating 
to the civil action and shall disclose to the insurer in a timely manner all information 
relevant to the civil action, except information that is privileged and relevant to disputed 
coverage. A claim of privilege is subject to review in the appropriate court. Information 
disclosed by the independent counsel or the insured does not waive another party's right 
to assert privilege.

(f) An insured may waive the right to select independent counsel by signing a 
statement that reads substantially as follows:

I have been advised of my right to select independent counsel to represent me in this 
lawsuit and of my right under state law to have all reasonable expenses of an independent 
counsel paid by my insurer. I have also been advised that the Alaska Supreme Court has 
ruled that when an insurer defends an insured under a reservation of rights provision in an 
insurance policy, there are various conflicts of interest that arise between an insurer and 
an insured. I have considered this matter fully and at this time I am waiving my right to 
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select independent counsel. I have authorized my insurer to select a defense counsel to 
represent me in this lawsuit.

(g) If an insured selects independent counsel under this section, both the counsel 
representing the insurer and independent counsel representing the insured shall be 
allowed to participate in all aspects of the civil action. Counsel for the insurer and insured 
shall cooperate fully in exchanging information that is consistent with ethical and legal 
obligations to the insured. Nothing in this section relieves the insured of the duty to 
cooperate fully with the insurer as required by the terms of the insurance policy.

(h) When an insured is represented by independent counsel, the insurer may settle 
directly with the plaintiff if the settlement includes all claims based upon the allegations 
for which the insurer previously reserved its position as to coverage or accepted coverage, 
regardless of whether the settlement extinguishes all claims against the insured.

Sec. 21.89.110. Viatical settlement transactions.

(a) The director shall regulate the transaction of viatical settlement contracts for the 
protection of viators, insureds, and insurers. The authority of the director under this 
subsection extends to the regulation of transactions between a viator and a viatical 
settlement provider and between a viator and a person acting as an agent in viaticating a 
life insurance policy, while the authority of the commissioner extends to the regulation of 
viatical settlement investments as provided under AS 45.55.905 (c).

(b) A viatical settlement provider, representative, or broker must apply for a license 
with the director, submit information required by the director, and pay the required fee 
established under AS 21.06.250 with the application for licensure. A person may not act 
as or represent to be a viatical settlement provider, representative, or broker relative to a 
subject resident, located, or to be performed in this state unless licensed under this section.

(c) Viatical settlement contract forms, viator and insured disclosure statements, and 
viatical settlement advertising materials must be filed by the viatical settlement provider, 
representative, or broker with the director and must be approved by the director.

(d) The director may examine a licensed viatical settlement provider, representative, 
or broker, or an applicant for a viatical settlement provider, representative, or broker 
license. The cost of the examination shall be paid by the person examined under AS 
21.06.160 .

(e) Except as may be required in the course of conduct of the division's 
responsibilities, a viatical settlement provider, representative, or broker may not disclose 
to another person the identity of the viator or insured of an insurance policy that is the 
subject of a viatical settlement contract. The viator may waive this prohibition against 
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disclosure if the waiver is in writing and is signed by the viator.

(f) The director may adopt regulations to implement this section, including standards 
for

(1) viatical settlement provider, representative, and broker reporting requirements 
and records retention;

(2) viator and insured privacy protection;

(3) viatical settlement contract provisions, advertising materials, and filing 
requirements;

(4) payments to viators or insureds, including evaluating the reasonableness of 
payments under a viatical settlement contract;

(5) licensing requirements, including license qualification, disqualification, and 
renewal;

(6) financial accountability of viatical settlement providers;

(7) the relationship and responsibilities of insurers, viators, insureds, and viatical 
settlement providers, representatives, and brokers in the transaction of a viatical 
settlement contract;

(8) viator, insured, and insurer protection, including full and fair disclosure setting 
out the manner and content of required disclosures and filing requirements; and

(9) assessment of fees to cover the cost of regulating viatical settlement contracts, 
providers, representatives, and brokers.

(g) A violation of this section or a regulation adopted under this section is an unfair 
trade practice and subject to penalty under AS 21.36.

(h) In this section,

(1) "transaction" means, with respect to viatical settlement contracts,

(A) solicitation and inducement;

(B) preliminary negotiations;

(C) effectuation of a viatical settlement contract;
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(D) transaction of matters subsequent to the effectuation of the viatical settlement 
contract and arising out of it;

(2) "viatical settlement broker"

(A) means a person that, on behalf of a viator or insured and for a fee, commission, 
or other valuable consideration, offers or attempts to negotiate viatical settlement 
contracts between a viator or insured and one or more viatical settlement providers;

(B) does not include a person acting as an attorney or accountant retained to 
represent a viator or insured and compensated by or at the direction of the viator or 
insured;

(3) "viatical settlement contract"

(A) means a written agreement between a viator or insured and a viatical settlement 
provider for the sale, assignment, transfer, devise, or bequest to the viatical settlement 
provider by the viator or insured of all or a portion of the death benefit or ownership of a 
life insurance policy for consideration that is less than the expected death benefit of the 
life insurance policy;

(B) includes a contract for a loan or other financial transaction secured primarily by 
an individual or group life insurance policy;

(C) does not include

(i) a loan by a life insurance company under the terms of a life insurance contract;

(ii) a loan secured by the cash value of a policy;

(iii) the assignment of a life insurance policy as collateral for a loan to a bank, 
saving bank, savings and loan association, credit union, or other licensed lending 
institution;

(iv) the exercise by the viator or insured of an accelerated benefits provision under 
the terms of the life insurance contract; or

(v) the sale, assignment, transfer, devise, or bequest of a life insurance policy for 
less than the expected death benefit by a viator or insured to a friend or family member if 
the friend or family member does not enter into more than one agreement in a calendar 
year;
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(4) "viatical settlement provider" means a person, other than a viator or insured, that 
enters into a viatical settlement contract, including a person that

(A) obtains financing for the purchase, acquisition, transfer, or other assignment of 
one or more viatical settlement contracts, viaticated policies, or interests in viatical 
settlement contracts or viaticated policies; or

(B) sells, assigns, transfers, pledges, hypothecates, or disposes of one or more 
viatical settlement contracts, viaticated policies, or interests in viatical settlement 
contracts or viaticated policies;

(5) "viatical settlement representative"

(A) means a person that is an authorized agent of a viatical settlement provider or 
broker and that acts or aids in any manner in the transaction of a viatical settlement 
contract;

(B) does not include

(i) a person acting as an attorney or an accountant, or a person exercising a power of 
attorney granted by a viator or insured; or

(ii) a person retained to represent a viator or insured and compensated by or at the 
direction of the viator or insured;

(6) "viaticated policy" means a life insurance policy that has been acquired by a 
viatical settlement provider under a viatical settlement contract;

(7) "viator" means the owner of a life insurance policy insuring the life of an 
individual who enters or seeks to enter into a viatical settlement contract.

Chapter 21.90. GENERAL PROVISIONS

Sec. 21.90.010. Particular provisions prevail.

Provisions of this title relative to a particular kind of insurance or a particular type of 
insurer or to a particular matter prevail over provisions relating to insurance in general or 
insurers in general or to a particular matter in general.

Sec. 21.90.020. General penalty.

A person determined by the director, following an appropriate hearing as provided in AS 
21.06.170 - 21.06.230, to have violated a provision of this title or a regulation adopted 
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under it, for which violation a greater penalty is not provided in this title, is subject to a 
civil penalty of not more than $2,500.

Sec. 21.90.030. - 21.90.110l Definitions. [Repealed, Sec. 23 ch 21 SLA 1985. For current 
law see AS 21.90.900 ]. 

Repealed or Renumbered

Sec. 21.90.900. Definitions for title.

In this title, unless the context requires otherwise,

(1) "admitted insurer" means an authorized insurer;

(2) "agent" means a person appointed by an insurer to solicit applications for 
insurance or annuities on its behalf, and if authorized to do so, to effectuate and 
countersign insurance contracts, except life or health insurance or annuities, and to collect 
premiums on insurance or annuities;

(3) "alien insurer" means an insurer formed under the laws of a country other than 
the United States of America, its states, districts, territories, and commonwealths;

(4) "assumption reinsurance" means a form of reinsurance that includes the transfer 
of all contractual obligations to the assuming insurer with no recourse to the ceding 
insurer;

(5) "attorney-in-fact" means a person designated and appointed by the subscribers of 
a reciprocal insurer to act for and bind the subscribers in transactions relating to or arising 
out of the operations of a reciprocal insurer, subject to the limitations that may be 
lawfully provided;

(6) "authorized insurer" means an insurer authorized by a certificate of authority 
issued by the director to transact insurance in this state;

(7) "broker" means a person who is not an agent of the insurer and who, on behalf of 
the insured, for compensation as an independent contractor by commission or fee, solicits, 
negotiates, or procures insurance or reinsurance or the renewal or continuance of 
insurance or reinsurance; or in any manner aids in the solicitation, negotiation, 
procurement, renewal, or continuance of insurance or reinsurance, for insureds or 
prospective insureds not including the broker;

(8) "certified financial statement" means a financial statement upon which an 
independent certified public accountant, or an accountant holding a substantially 
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equivalent designation as determined by the director, renders or disclaims an opinion after 
performance of an audit;

(9) "commissioner" means the commissioner of commerce, community, and 
economic development;

(10) "court" means superior court;

(11) "director" means the director of the division of insurance;

(12) "division" means the division of insurance, Department of Commerce, 
Community, and Economic Development;

(13) "domestic insurer" means an insurer formed under the laws of this state;

(14) "evergreen clause" means a contract clause that provides that the contract is 
automatically renewed unless notice to the contrary is given by one of the parties to the 
contract;

(15) "examiner" means an individual or firm that has been authorized by the director 
to conduct an examination under this title;

(16) "facultative reinsurance" means a contract of reinsurance for individual risks 
where the insurer retains the ability to accept or reject each risk offered by the ceding 
company;

(17) "firm" means a corporation, association, partnership, limited liability company, 
limited liability partnership, or other legal entity;

(18) "foreign insurer" means an insurer formed under the laws of a jurisdiction other 
than this state and includes an alien insurer;

(19) "health discount plan" means a card, program, device, arrangement, contract, or 
mechanism that purports to offer discounts or access to discounts on health care services 
or supplies and that is not insurance or that does not provide coverage for services or 
benefits regulated under AS 21.86 or AS 21.87;

(20) "impaired" or "impairment" means that

(A) an insurer's policyholder surplus is greater than zero but less than that required 
by AS 21.09.070 for the authority to transact the kinds of insurance being transacted; or

(B) an insurer is being operated in a manner that has caused or might cause 
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irreparable loss and injury to the insurer or to the public;

(21) "independent adjuster" means a person who, for compensation as an 
independent contractor or as an employee of an independent contractor, for fee or 
commission, investigates and adjusts losses or claims arising under insurance contracts on 
behalf of an insurer;

(22) "independently procured insurance" means insurance procured directly from a 
nonadmitted insurer directly by an insured, but does not include insurance lawfully 
procured through a surplus lines broker under AS 21.34;

(23) "industrial life insurance" means that form of life insurance written under 
policies with a face amount of $1,000 or less, with the words "industrial policy" imprinted 
on the face as part of the descriptive matter, and under which premiums are payable 
monthly or more often;

(24) "insolvent" or "insolvency" means that an insurer's policyholder surplus is less 
than or equal to zero;

(25) "insurance" means a contract whereby one undertakes to indemnify another or 
pay or provide a specified or determinable amount or benefit upon determinable 
contingencies;

(26) "insurance producer" has the meaning given in AS 21.27.900 ;

(27) "insurer" includes a person engaged as indemnitor, surety, or contractor in the 
business of entering into contracts of insurance or of annuity;

(28) "licensee" means a person or firm licensed as provided in AS 21.27;

(29) "managing general agent" means a person who

(A) manages all or part of the insurance business of an insurer, including the 
managing of a separate division, department, or underwriting office; and

(B) acts as an agent for an insurer, whether known as a managing general agent, 
manager, or other similar term, who, with or without the authority, separately or together 
with affiliates, produces, directly or indirectly, and underwrites an amount of gross direct 
written premium equal to or more than five percent of the policyholder surplus as 
reported in the last annual statement of the insurer in any one quarter or year together 
with the following activity related to the business produced, adjusts or pays claims over 
$10,000 a claim, or negotiates reinsurance on behalf of the insurer;
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(30) "medical care" means amounts paid for

(A) diagnosis, care, mitigation, treatment, or prevention of disease, or amounts paid 
for the purpose of affecting any structure or function of the body;

(B) transportation primarily for and essential to medical care described in (A) of this 
paragraph; and

(C) insurance covering medical care described in (A) and (B) of this paragraph.

(31) "nonadmitted insurer" means an unauthorized insurer;

(32) "person" has the meaning given in AS 01.10.060 and includes an insurer, 
Lloyd's, fraternal benefit society, medical service, or hospital service plan as defined in 
AS 21.87, reciprocal or interinsurance exchange, syndicate, and any other legal entity 
engaged in the business of transacting insurance;

(33) "policy" means the written contract of or written agreement for or effecting 
insurance, by whatever name called, and includes all clauses, riders, endorsements, and 
papers attached to it and a part of it; for a group, trust, association, or similar entity, 
"policy" also means a certificate or other evidence of insurance that establishes the 
written contract of or written agreement for or effecting insurance for an insured or other 
beneficiary of the entity;

(34) "policyholder surplus" means

(A) for a stock insurer, the sum of its capital, as represented by the aggregate par 
value to its outstanding capital stock, and its surplus, if any;

(B) for a mutual insurer, its surplus, both basic guaranteed and additional, if any;

(C) for an insurer other than a stock or mutual insurer, the net worth of the insurer, 
calculated as its recorded assets less its liabilities, as determined by the accounting criteria 
set out in this title;

(35) "premium" means the consideration for insurance, by whatever name called, 
and by whatever method paid or collected, including an assessment, or membership, 
policy, survey, inspection, service or similar fee or charge made in consideration for an 
insurance contract;

(36) "reinsurance" means an insurance transaction by which the assuming insurer 
agrees to indemnify the ceding insurer in whole or in part against liability or losses that 
the ceding insurer might incur under a separate contract of insurance with its insured;
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(37) "reinsurance intermediary" means a person who acts as a producer in soliciting, 
negotiating, or procuring the making of a reinsurance contract or binder on behalf of a 
ceding admitted insurer or acts as a producer in accepting a reinsurance contract or binder 
on behalf of an assuming admitted insurer;

(38) "reinsurance intermediary broker" means a person who solicits, negotiates, or 
places reinsurance cessions or retrocessions on behalf of a ceding admitted insurer 
without the authority or power to bind reinsurance on behalf of the insurer;

(39) "reinsurance intermediary manager" means a person including an insurer who 
has authority to bind or manage all or part of the assumed reinsurance business of an 
admitted reinsurer, including the management of a separate division, department, or 
underwriting office, and who acts as an agent for the reinsurer;

(40) "state" means a state, District of Columbia, territory, commonwealth, or 
possession of the United States of America;

(41) "surplus lines broker" means a person licensed under AS 21.27 to place 
insurance in this state or relative to a subject resident, located, or to be performed in this 
state with eligible surplus lines insurers under AS 21.34;

(42) "surplus lines insurance" means any insurance in this state or relative to a 
subject resident, located, or to be performed in this state that is permitted under AS 21.34 
to be placed through a surplus lines broker licensed under AS 21.27 with nonadmitted 
insurers eligible to accept insurance other than reinsurance, wet marine and transportation 
insurance, insurance independently procured, life insurance, and an annuity contract;

(43) "third-party administrator" means a person who, for residents of this state, or 
for residents of another jurisdiction from a place of business in this state, performs 
administrative functions including claims administration and payment, marketing 
administrative functions, premium accounting, premium billing, coverage verification, 
underwriting authority, or certificate issuance in connection with life insurance, annuities, 
health insurance, or the provision of coverage for the cost of medical care;

(44) "transact," with respect to insurance or the provision of coverage for medical 
care, includes

(A) solicitation and inducement;

(B) preliminary negotiations;

(C) effectuation of a contract of insurance or the provision of coverage for medical 
care;
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(D) transaction of matters subsequent to effectuation of the contract of insurance or 
the provision of coverage for medical care and arising out of it;

(45) "unauthorized insurer" means an insurer not authorized to transact insurance in 
this state.

Sec. 21.90.910. Exceptions from definitions. [Repealed, Sec. 223 ch 67 SLA 1992].

Repealed or Renumbered

Title 22. JUDICIARY

Chapter 22.05. THE SUPREME COURT

Sec. 22.05.010. Jurisdiction.

(a) The supreme court has final appellate jurisdiction in all actions and proceedings. 
However, a party has only one appeal as a matter of right from an action or proceeding 
commenced in either the district court or the superior court.

(b) Appeal to the supreme court is a matter of right only in those actions and 
proceedings from which there is no right of appeal to the court of appeals under AS 
22.07.020 or to the superior court under AS 22.10.020 or AS 22.15.240 .

(c) A decision of the superior court on an appeal from an administrative agency 
decision may be appealed to the supreme court as a matter of right.

(d) The supreme court may in its discretion review a final decision of the court of 
appeals on application of a party under AS 22.07.030. The supreme court may in its 
discretion review a final decision of the superior court on an appeal of a civil case 
commenced in the district court. In this subsection "final decision" means a decision or 
order, other than a dismissal by consent of all parties, that closes a matter in the court of 
appeals or the superior court, as applicable.

(e) The supreme court may issue injunctions, writs, and all other process necessary 
to the complete exercise of its jurisdiction.

Sec. 22.05.015. Transfer of appellate cases.

(a) The supreme court may transfer to the court of appeals for decision a case 
pending before the supreme court if the case is within the jurisdiction of the court of 
appeals.
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(b) The supreme court may take jurisdiction of a case pending before the court of 
appeals if the court of appeals certifies to the supreme court that the case involves a 
significant question of law under the Constitution of the United States or under the 
constitution of the state or involves an issue of substantial public interest that should be 
determined by the supreme court.

(c) A case filed in the supreme court or in the court of appeals may not be dismissed 
by one court on the ground that it is within the jurisdiction of the other court. The case 
shall be transferred to the proper court.

Sec. 22.05.020. Composition and general powers of supreme court.

(a) The supreme court is a court of record and consists of five justices including the 
chief justice.

(b) The supreme court is vested with all power and authority necessary to carry into 
complete execution all its judgments, decrees, and determinations in all matters within its 
jurisdiction, according to the constitution, the laws of the state, and the common law.

(c) The supreme court may prescribe by rule the fees to be charged by all courts for 
judicial services.

Sec. 22.05.025. Court facilities.

(a) The supreme court has authority over

(1) all matters relating to the

(A) maintenance, occupancy, and operation of all court facilities;

(B) rent or lease of facilities for court system purposes, subject to AS 36.30.080 (c); 
and

(C) acquisition of facilities for court system purposes by lease-purchase or lease-
financing agreements, subject to AS 36.30.085 ; and

(2) the planning, design, and construction of court facilities but, in the exercise of its 
authority under this paragraph, the supreme court shall cooperate and coordinate with the 
Department of Transportation and Public Facilities so that court facility construction 
projects are carried out in accordance with the statutes and regulations applicable to state 
public works projects.
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(b) In this section, "court facility" means a state facility in which 75 percent or more 
of the net usable space is occupied by the court system and other justice-related agencies.

Sec. 22.05.030. Session of court.

The supreme court shall always be open for the transaction of business in the manner 
determined by rule of the court. The supreme court shall hold sessions on dates and at 
places fixed by court rule.
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Sec. 43.20.014. Income tax education credit.

(a) For cash contributions accepted for direct instruction, research, and educational 
support purposes, including library and museum acquisitions, and contributions to 
endowment, by an Alaska university foundation or by a nonprofit, public or private, 
Alaska two-year or four-year college accredited by a regional accreditation association, a 
taxpayer is allowed as a credit against the tax due under this chapter

(1) 50 percent of contributions of not more than $100,000; and

(2) 100 percent of the next $100,000 of contributions.

(b) [Repealed, Sec. 12 ch 71 SLA 1991]. 

(c) Each public college and university shall include in its annual operating budget 
request contributions received and how the contributions were used.

(d) A contribution claimed as a credit under this section may not

(1) be claimed as a credit under another provision of this title;

(2) also be allowed as a deduction under 26 U.S.C. 170 against the tax imposed by 
this chapter; and 

(3) when combined with credits taken during the taxpayer's tax year under AS 
21.89.070 , 21.89.075, AS 43.55.019 , AS 43.56.018 , AS 43.65.018, AS 43.75.018 , or 
AS 43.77.045 , exceed $150,000.

Sec. 43.20.015. Individual tax credit. [Repealed, Sec. 10 ch 1 SSSLA 1980].

Repealed or Renumbered

Sec. 43.20.016. Sharing of corporate income tax revenue with municipalities. [Repealed, 
Sec. 88 ch 74 SLA 1985].

Repealed or Renumbered

Sec. 43.20.017. Individual tax exemptions. [Repealed, Sec. 10 ch 1 SSSLA 1980].
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Repealed or Renumbered

Sec. 43.20.018. Alaska veterans' memorial endowment fund contribution credit. 
[Repealed, Sec. 25 ch. 46 SLA 2002].

Repealed or Renumbered

Sec. 43.20.020. Exemptions. [Repealed, Sec. 13 ch 70 SLA 1975].

Repealed or Renumbered

Sec. 43.20.021. Internal Revenue Code adopted by reference.

(a) Sections 26 U.S.C. 1 - 1399 and 6001 - 7872 (Internal Revenue Code), as 
amended, are adopted by reference as a part of this chapter. These portions of the Internal 
Revenue Code have full force and effect under this chapter unless excepted to or modified 
by other provisions of this chapter.

(b) For purposes of calculating the federal tax payable on personal holding 
companies provided for in the provisions of 26 U.S.C. 541 (Internal Revenue Code), the 
rate is 12.6 percent.

(c) For purposes of calculating the alternative tax on capital gains provided for in the 
provisions of 26 U.S.C. 1201 (Internal Revenue Code), the rate is 4.5 percent for 
corporations.

(d) Where a credit allowed under the Internal Revenue Code is also allowed in 
computing Alaska income tax, it is limited to 18 percent for corporations of the amount of 
credit determined for federal income tax purposes which is attributable to Alaska. This 
limitation does not apply to a special industrial incentive tax credit under AS 43.20.042.

(e) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(f) For the purpose of calculating the alternative minimum tax on tax preferences 
provided for in 26 U.S.C. 55 - 59 (Internal Revenue Code), the tax is 18 percent for 
corporations of the applicable alternative minimum federal tax.

(g) For purposes of calculating the accumulated earnings tax as provided in 26 U.S.
C. 531 (Internal Revenue Code), the rate is 4.95 percent of the first $100,000 of 
accumulated taxable income and 6.93 percent of accumulated taxable income in excess of 
$100,000.

(h) Nothing in this chapter or in AS 43.19 (Multistate Tax Compact) may be 
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construed as an exception to or modification of 26 U.S.C. 883.

(i) The provision in (h) of this section does not apply to commercial passenger 
vessels as defined in AS 43.52.295 .

Sec. 43.20.030. Returns and payment of taxes.

(a) If a corporation, or a partnership that has a corporation as a partner, is required to 
make a return under the provisions of the Internal Revenue Code, it shall file with the 
department, within 30 days after the federal return is required to be filed, a return setting 
out

(1) the amount of tax due under this chapter, less credits claimed against the tax; and

(2) other information for the purpose of carrying out the provisions of this chapter 
that the department requires.

(b) The return shall either be on oath or contain a written declaration that it is made 
under penalty of perjury, and the department shall prescribe forms accordingly.

(c) Notwithstanding (a) of this section, the total amount of tax imposed by this 
chapter is due and payable to the department at the same time and in the same manner as 
the tax payable to the United States Internal Revenue Service.

(d) A taxpayer, upon request by the department, shall furnish to the department a 
true and correct copy of the tax return which the taxpayer has filed with the United States 
Internal Revenue Service. Every taxpayer shall notify the department in writing of any 
alteration in, or modification of, the taxpayer's federal income tax return and of a 
recomputation of tax or determination of deficiency, whether with or without assessment. 
A full statement of the facts must accompany this notice. The notice shall be filed within 
60 days after the final determination of the modification, recomputation or deficiency, 
and the taxpayer shall pay the additional tax or penalty under this chapter. For purposes of 
this section, a final determination shall mean the time that an amended federal return is 
filed or a notice of deficiency or an assessment is mailed to the taxpayer by the Internal 
Revenue Service, except that in no event will there be a final determination for purposes 
of this section until the taxpayer has exhausted rights of appeal under federal law.

(e) The department may credit or refund overpayments of taxes, taxes erroneously or 
illegally assessed or collected, penalties collected without authority, and taxes that are 
found unjustly assessed or excessive in amount, or otherwise wrongfully collected. The 
department shall set limitations, specify the manner in which claims for credits or refunds 
are made, and give notice of allowance or disallowance. When a refund is allowed to a 
taxpayer, it shall be paid out of the general fund by a disbursement issued under a 
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voucher approved by the department.

(f) [Repealed, Sec. 10 ch 1 SSSLA 1980]. 

(g) [Repealed, Sec. 10 ch 1 SSSLA 1980]. 

Sec. 43.20.031. Deduction of taxes; consolidated returns; accounting methods.

(a) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(b) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(c) In computing the tax under this chapter, the taxpayer is not entitled to deduct any 
taxes based on or measured by net income. The taxpayer may deduct the tax levied and 
paid under AS 43.55.

(d) [Repealed, Sec. 1 ch 98 SLA 1984].

(e) An affiliated group of corporations may make or the commissioner may require 
them to make a consolidated return for the taxable year in place of separate returns. For 
purposes of calculating the amount of tax payable by the group under a consolidated 
filing, 26 U.S.C. 1501 - 1552 (Internal Revenue Code), as amended, apply.

(f) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(g) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(h) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(i) A corporation which is a member of a group of unitary corporations which 
collectively has income from business activity taxable both inside and outside the state, or 
income from other sources both inside and outside the state, shall determine its income 
from sources in this state by use of the combined method of accounting.

Sec. 43.20.033. , 43.20.035. Taxable income of fiduciaries, nonresidents, and part-year 
residents. [Repealed, Sec. 10 ch 1 SSSLA 1980].

Repealed or Renumbered

Sec. 43.20.036. Federal tax deductions and credits.

(a) For purposes of calculating the income tax payable under this chapter, the 
taxpayer may not apply as a credit against tax liability the foreign tax credit allowed as to 
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federal taxes under 26 U.S.C. 27 (Internal Revenue Code).

(b) For purposes of calculating the income tax payable under this chapter, the 
taxpayer may apply as a credit against tax liability the investment credit allowed as to 
federal taxes under 26 U.S.C. 38 (Internal Revenue Code) upon only the first $20,000,000 
of qualified investment, other than qualified investment for a special industrial incentive 
investment tax credit under AS 43.20.042 , put into use in the state for each taxable year. 
This limitation does not apply to the amounts invested in equipment that meets the 
definition of a certified pollution control facility as defined in 26 U.S.C. 169 (Internal 
Revenue Code) as in effect on June 19, 1975, except that the date specified in 26 U.S.C. 
169(d) (Internal Revenue Code) as a condition of qualifying a certified pollution control 
facility for a deduction does not apply.

(c) For purposes of calculating the income tax payable under this chapter, the 
taxpayer may apply as an exemption from tax liability the tax exemption for domestic 
international sales corporations under 26 U.S.C. 991 (Internal Revenue Code), except 
those taxpayers who are engaged in the exportation of nonrenewable resources.

(d) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(e) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(f) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(g) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(h) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(i) [Repealed, Sec. 10 ch 1 SSSLA 1980]. 

(j) For purposes of calculating the tax payable under this chapter, a deduction under 
26 U.S.C. 170 may only be taken if payment is made on or before the last day of the 
taxable year.

Sec. 43.20.037. [Repealed, Sec. 50 ch 83 SLA 1980].

Repealed or Renumbered

Sec. 43.20.038. - 43.20.039. Residential fuel and residential fuel conservation credits. 
[Repealed, Sec. 10 ch 1 SSSLA 1980].

Repealed or Renumbered
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Sec. 43.20.040. Income from sources in the state.

(a) In this chapter, income from sources in the state includes

(1) income from real or tangible personal property located in the state;

(2) income of whatever nature from a business, trade or profession having a business 
situs in the state and compensation for services rendered in the state;

(3) income from stocks, bonds, notes, bank deposits, and other intangible personal 
property having a taxable or business situs in the state;

(4) rentals and royalties for the use of or for the privilege of using, in the state, 
patents, copyrights, secret processes and formulas, good will, marks, trade brands, 
franchises, and other property having a taxable or business situs in the state.

(b) In this section, income is from a source having a taxable or business situs in the 
state if it is derived from

(1) owning or operating business facilities or property in the state;

(2) conducting business, farming, or fishing operations in the state;

(3) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(4) a partnership which transacts business in the state;

(5) a corporation which transacts business in the state which has elected to file 
federal returns under subchapter S of the Internal Revenue Code;

(6) [Repealed, Sec. 10 ch 1 SSSLA 1980].

(7) engaging in any other activity from which income is received, realized or 
derived in the state.

(c) The receipt of income derived solely from interest earned on property in the state 
does not alone establish a taxable or business situs in the state.

Sec. 43.20.042. Special industrial incentive investment tax credits.

(a) Subject to (c) of this section, for purposes of calculating eligible taxes the 
taxpayer may apply as a credit against eligible taxes the following percentage of the 
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investment credit allowed as to federal taxes under 26 U.S.C. 38 (Internal Revenue Code) 
on only the first $250,000,000 of qualified investment in the state for each taxable year 
after December 31, 1984, for a gas processing project: (1) 100 percent on the first 
$50,000,000 of qualified investment; (2) 80 percent on qualified investment over 
$50,000,000 but not exceeding $100,000,000; (3) 70 percent on qualified investment over 
$100,000,000 but not exceeding $150,000,000; (4) 60 percent on qualified investment 
over $150,000,000 but not exceeding $200,000,000; and (5) 40 percent on qualified 
investment over $200,000,000 but not exceeding $250,000,000. A credit may not be 
allowed under this subsection for an investment credit that is allowed as to federal taxes 
for leased property by reason of 26 U.S.C. 168(f)(8) (Internal Revenue Code). In this 
subsection, "gas processing project" means the integrated plant, facilities, and equipment, 
including pollution control equipment, used for preparation of consumer or transportation 
gas, or for conditioning, fractionation, storage, handling or processing of a product, other 
than crude oil, of an oil or gas well, into liquefied natural gas, methanol, ammonia, urea, 
olefins, propanes, butanes, polymers and intermediate hydrocarbon products; it does not 
include a pipeline from oil and gas wells to or from a plant and facilities.

(b) Subject to (c) of this section, for purposes of calculating eligible taxes the 
taxpayer may apply as a credit against eligible taxes the following percentage of the 
investment credit allowed as to federal taxes under 26 U.S.C. 38 (Internal Revenue Code) 
on only the first $250,000,000 of qualified investment in the state for each taxable year 
after December 31, 1984, for exploration, drilling of wells, development, or mining of the 
minerals and other natural deposits listed in 26 U.S.C. 613(b) (Internal Revenue Code) 
other than sand or gravel unless the mining of sand or gravel is ancillary to a mining 
development involving a qualified natural deposit other than sand or gravel: (1) 100 
percent on the first $50,000,000 of qualified investment; (2) 80 percent on qualified 
investment over $50,000,000 but not exceeding $100,000,000; (3) 70 percent on qualified 
investment over $100,000,000 but not exceeding $150,000,000; (4) 60 percent on 
qualified investment over $150,000,000 but not exceeding $200,000,000; and (5) 40 
percent on qualified investment over $200,000,000 but not exceeding $250,000,000. A 
credit may not be allowed under this subsection for any investment credit that is allowed 
as to federal taxes for leased property by reason of 26 U.S.C. 168(f)(8) (Internal Revenue 
Code). In this subsection, "mining" has the meaning given in 26 U.S.C. 613(c)(2) 
(Internal Revenue Code).

(c) A taxpayer may not claim an investment tax credit under (a) or (b) of this section 
unless the gas processing project or mining project began operation and production after 
December 31, 1984. A gas processing or mining project is considered to have begun 
operation and production when the first product or mineral is produced that is ultimately 
either sold or transferred for further processing or ultimate use.

(d) A taxpayer may not claim an additional investment tax credit under AS 
43.20.036 (b) for an investment for which a special industrial incentive investment tax 
credit is claimed under (a) or (b) of this section.
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(e) If a taxpayer making an investment that qualifies for the investment tax credit 
under this section is a member of a group of affiliated corporations filing a consolidated 
return under the provisions of this chapter, the amount of the investment tax credit that 
may be claimed on the consolidated return is limited to the amount the taxpayer making 
the qualified investment would have been eligible to claim had a consolidated return not 
been filed.

(f) The investment tax credit per taxable year allowed by (a) and (b) of this section 
may not exceed 60 percent of the eligible tax liability. Any unused portion of the 
investment tax credit shall be subject to the carry forward provisions in 26 U.S.C. 46(b)
(3) (Internal Revenue Code) except that the unused credit may not be carried forward to 
tax years beginning after December 31, 1999.

(g) Except as provided in (f) of this section, a tax credit under this section may not 
be claimed on investments made after December 31, 1994.

(h) In this section "eligible taxes" means the total tax liability of a taxpayer for the 
annual taxes due under the provisions of this chapter and AS 43.65.

Sec. 43.20.043. Gas exploration and development tax credit.

(a) Subject to the terms and conditions of this section, and in addition to any other 
credit authorized to the taxpayer by this chapter, a taxpayer that is an operator or working 
interest owner directly engaging in the exploration for and development of gas may apply 
as a credit against the state tax liability that may be imposed on the taxpayer under this 
chapter, for a tax year beginning after December 31, 2002,

(1) 10 percent of the taxpayer's qualified capital investment; and

(2) 10 percent of the annual cost incurred by the taxpayer for qualified services in 
the state during each tax year for which a credit is allowable for a qualified capital 
investment under (1) of this subsection.

(b) Expenditures qualifying for the taxpayer's qualified investment credit under (a)
(1) of this section must be

(1) cash expenditures or binding payment agreements entered into after June 30, 
2003; and

(2) made for assets first placed in service in the state in or before the tax year in 
which the credit is claimed through the date the reserves produce gas for sale and 
delivery; for purposes of this paragraph, "placed in service in the state" means that the 
first use of the qualified investment is in this state; if the property on which the claim of 
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the credit is based has been used elsewhere in the tax year of acquisition and is brought to 
this state during that year or a subsequent year, the property does not qualify for the 
investment credit.

(c) The credit per tax year allowed by (a) of this section may not exceed 50 percent 
of the taxpayer's total tax liability under this chapter, but shall be calculated before the 
application of any other credits allowed under this chapter. An unused portion of the 
credit for the tax year

(1) may be carried forward into one or more of the following tax years, except that 
the unused credit from one tax year may not be carried forward for more than five 
following tax years;

(2) shall be applied to the taxpayer's tax liability under this chapter during the 
following tax year before allowance of a credit allowed by (a) of this section for that 
following tax year.

(d) To obtain the credit allowed by this section, the taxpayer shall, with the 
taxpayer's tax return, submit, on a form prescribed by the department, information that 
demonstrates that the taxpayer is eligible for the credit and evidence of the expenses that 
are the basis of the claim of the credit. The taxpayer has the burden of demonstrating 
compliance with the requirements of this section to entitle the taxpayer to the claim of 
and the amount of the credit.

(e) A taxpayer entitled to a credit under this section

(1) may not convey, assign, or transfer the credit to another taxpayer or business 
entity unless the conveyance, assignment, or transfer of the credit is part of the 
conveyance, assignment, or transfer of the taxpayer's business;

(2) forfeits the credit to which the taxpayer is entitled during the tax year and any 
carryover of it under (c) of this section, but does not forfeit the portion of the credit that 
accrued in a previous taxable year that may be carried over under (c) of this section, if the 
taxpayer

(A) disposes of the qualified capital investment;

(B) takes the qualified investment out of service; or

(C) transfers the qualified investment out of this state.

(f) A taxpayer is not entitled to a credit under this section for expenditures that are 
made or incurred for the qualified capital investment or for qualified services made for 
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exploration and development of gas that occur in the area of Alaska lying north of 68 
degrees North latitude or that are made or incurred to transport gas from reserves located 
in the area of Alaska lying north of 68 degrees North latitude.

(g) A taxpayer who obtains a credit under this section may not claim a tax credit or 
royalty modification provided for under any other title. However, a taxpayer may, at the 
taxpayer's election, forgo a credit under this section in order to continue to qualify for a 
credit provided for in another title.

(h) For purposes of determining allowable credits under this section, the department 
shall allow only expenditures and payments that are not inconsistent with the 
expenditures authorized under 26 U.S.C. (Internal Revenue Code) for exploration and 
development of natural resources.

(i) In this section,

(1) "qualified capital investment" means a cash expenditure or binding payment 
agreement, as described in (b)(1) of this section, for real property or tangible personal 
property used in this state in the exploration and development of gas reserves in a gas 
reservoir for which there has not been commercial production if the reserves produce gas 
for sale and delivery; in this paragraph, "property" includes

(A) property used in the operation or maintenance of facilities for exploration or 
development of gas;

(B) property that is placed in use under a capitalized lease or an operating lease; and

(C) the following property used for the exploration and development of gas:

(i) machinery, appliances, supplies, and equipment;

(ii) drilling rigs, wells, gathering lines and transmission lines, pumping stations, 
compressor stations, power plants, topping plants, and processing units;

(iii) roads, docks and other port facilities, and helicopter pads;

(iv) maintenance equipment and facilities, and maintenance camps and other related 
facilities; and

(v) communications facilities owned by a person whose principal business in the 
state is the exploration for or development of gas and whose operation of the 
communications facilities directly relates to the conduct of that business;
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(2) "qualified services"

(A) means expenditures for labor, seismic, and other services that are directly 
applicable to a qualified capital investment;

(B) does not include lease operating expenses.

Sec. 43.20.044. Exploration incentive credit.

(a) A taxpayer may apply as a credit against the tax levied under this chapter the 
exploration incentive credit authorized by AS 27.30.

(b) In a tax year in which a taxpayer applies against the tax levied under this chapter 
the exploration incentive credit authorized by AS 27.30, the commissioner shall require 
the taxpayer to submit the accounting of mining operation activities form required by AS 
27.30.030(b).

Sec. 43.20.045. Proration of part-year resident and nonresident individual credits. 
[Repealed, Sec. 10 ch 1 SSSLA 1980].

Repealed or Renumbered

Article 02. ALLOCATION AND APPORTIONMENT

Sec. 43.20.050. Taxpayer liable. [Repealed, Sec. 13 ch 70 SLA 1975].

Repealed or Renumbered
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Sec. 43.56.018. Oil or gas property education credit.

(a) For cash contributions accepted for direct instruction, research, and educational 
support purposes, including library and museum acquisitions, and contributions to 
endowment, by an Alaska university foundation or by a nonprofit, public or private, 
Alaska two-year or four-year college accredited by a regional accreditation association, 
the owner of property taxable under this chapter is allowed as a credit against the tax due 
under this chapter

(1) 50 percent of contributions of not more than $100,000; and

(2) 100 percent of the next $100,000 of contributions.

(b) [Repealed, Sec. 12 ch 71 SLA 1991]. 

(c) Each public college and university shall include in its annual operating budget 
request contributions received and how the contributions were used.

(d) A contribution claimed as a credit under this section may not

(1) be claimed as a credit under another provision of this title; and

(2) when combined with credits taken during the taxpayer's tax year under AS 
21.89.070 , 21.89.075, AS 43.20.014 , AS 43.55.019 , AS 43.65.018, AS 43.75.018 , or 
AS 43.77.045 , exceed $150,000.

(e) The department may, by regulation, establish procedures by which a taxpayer 
may allocate a pro rata share of a credit claimed under this section against monthly tax 
payments made during the tax year.

Sec. 43.56.019. Alaska veterans' memorial endowment fund contribution credit. 
[Repealed, Sec. 25 ch 46 SLA 2002].

Repealed or Renumbered

Sec. 43.56.020. Exemptions.

(a) The following are exempt from local taxes levied or authorized under AS 
43.56.010 (b):
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(1) property rights attached to or inherent in the right to explore for or produce oil or 
gas;

(2) oil or gas leases or properties, whether producing or not;

(3) oil or gas in place;

(4) oil or gas produced or extracted in the state;

(5) the value of intangible drilling expenses and exploration expenses;

(6) an interest in property described in AS 43.55.017 (a).

(b) There is exempt from state taxes levied or authorized under AS 43.56.010 (a), 
before the construction commencement date, property that is committed by contract or 
other agreement for use in this state primarily for the production or pipeline transportation 
of gas or unrefined oil, or in the operation or maintenance of facilities for the production 
or pipeline transportation of gas or unrefined oil.

(c) In (a) (2) of this section, "properties" means mineral interests in oil and gas and 
working interests, royalty interests, and overriding royalty interests in oil and gas leases.

Sec. 43.56.030. In place of other taxes.

Except for those taxes imposed under AS 43.55, the taxes levied or authorized under AS 
43.56.010 (b) are in place of

(1) all other ad valorem taxes or other taxes imposed by a municipality on property 
subject to tax under this chapter or exempted from taxation by AS 43.56.020 ; and

(2) all other taxes imposed by a municipality on or with respect to the property 
subject to tax under this chapter or exempted from taxation by AS 43.56.020 , including, 
but not limited to,

(A) taxes on the retail sale or use of the property except for the retail sales tax on the 
first $1,000 of each sale;

(B) taxes on the sale or use of gas or unrefined oil;

(C) taxes on the sale or use of services used in or associated with the property or in 
its maintenance or operation except for the sales tax on the first $1,000 of each sale;
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(D) taxes on or measured by gross or net income from the property, including 
income from the exploration for, production of, or pipeline transportation of gas or 
unrefined oil or property; and

(E) any license, excise, fee, charge or other tax on or pertaining to the property or 
services.

Sec. 43.56.040. State Assessment Review Board.

The State Assessment Review Board is created within the department. The board consists 
of five persons appointed by the governor to serve at the pleasure of the governor, each of 
whom must be knowledgeable of assessment procedures. Each board member is subject 
to confirmation by a majority of the members of the legislature in joint session.

Sec. 43.56.050. Per diem and expenses.

Members of the board shall receive per diem and expenses authorized by law for boards 
and commissions.

Sec. 43.56.060. Assessment.

(a) The department shall assess property for the tax levied under AS 43.56.010 (b) 
and AS 29.45.080 on property used or committed by contract or other agreement for use 
for the pipeline transportation of gas or unrefined oil or for the production of gas or 
unrefined oil at its full and true value as of January 1 of the assessment year.

(b) The department shall assess property for the taxes levied under AS 43.56.010 (a) 
at its full and true value as of January 1 of the assessment year except that in the case of 
taxable property used or committed by contract or other agreement for the pipeline 
transportation of gas or unrefined oil or for the production of gas or unrefined oil to be 
transported by that pipeline, the first assessment date shall be the construction 
commencement date. If the construction commencement date is used as the assessment 
date, the tax payable shall be prorated on the basis of the assessment year remaining.

(c) The full and true value of taxable property used or committed by contract or 
other agreement for use in the exploration for gas or unrefined oil, or in the operation or 
maintenance of facilities for the exploration for gas or unrefined oil, is the estimated price 
that the property would bring in an open market and under the then prevailing market 
conditions in a sale between a willing seller and a willing buyer both conversant with the 
property and with prevailing general price levels.

(d) The full and true value of taxable property used or committed by contract or 
other agreement for the production of gas or unrefined oil or in the operation or 
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maintenance of facilities for the production of gas or unrefined oil is:

(1) on the construction commencement date the actual cost incurred or accrued with 
respect to the property as of the date of assessment;

(2) determined on each January 1 thereafter on the basis of replacement cost less 
depreciation based on the economic life of proven reserves.

(e) The full and true value of taxable property used or committed by contract or 
other agreement for pipeline transportation of gas or unrefined oil or in the operation or 
maintenance of facilities for the pipeline transportation of gas or unrefined oil is:

(1) on the construction commencement date and until January 1 following the date 
the pipeline begins to transport gas or unrefined oil, the actual cost incurred or accrued 
with respect to the property as of the date of assessment;

(2) determined on each January 1 thereafter with due regard to the economic value 
of the property based on the estimated life of the proven reserves of gas or unrefined oil 
then technically, economically, and legally deliverable into the transportation facility; 
however, if the proven reserves of gas or unrefined oil then technically, economically, 
and legally deliverable indicate an economic life materially shorter than the estimated 
physical life of the transportation facility, the full and true value is the actual cost reduced 
by an annual allowance for depreciation on a straight line basis over an economic life 
based on the actual elapsed life from the commencement of full operation to the date of 
assessment plus the estimated remaining life of the proven reserves of gas and unrefined 
oil then technically, economically, and legally deliverable into the transportation facility 
as of the date of the assessment;

(3) on the assessment date next following inability to use or construct all or a 
substantial part of the facility for a period of 90 or more consecutive days because of 
natural disaster or legal prohibition, or other events beyond the control of a person having 
ownership or control of the property, adjusted to take into account any diminution in 
value.

(f) For purposes of this section, "actual cost" and "replacement cost" do not include 
interest capitalized before or during the period of construction nor the value of intangible 
drilling expenses. In the case of taxable property under construction, "actual cost" for 
purposes of this section means the costs incurred or accrued with respect to the property 
as of the date of assessment.

(g) The department may enter into agreements with a municipality for the 
cooperative or joint administration of the assessing authority conferred on the department 
by this section.
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Sec. 43.56.070. Returns.

(a) The department may require by notice every person having ownership or control 
of an interest in property taxable under this chapter to submit a return in the form 
prescribed by the department, based on property values existing on January 1 of each 
year, except as otherwise provided in this chapter.

(b) The department by written notice may require a person to provide additional 
information within 30 days of the notice.

Sec. 43.56.080. Investigation.

(a) The department may make an investigation of property on which a return has 
been filed or of taxable property upon which no return has been filed. In either case, the 
department may make its own valuation of the taxable property, which is prima facie 
evidence of full and true value.

(b) An employee or agent of the department may enter any premise necessary for the 
investigation during reasonable hours and may examine property and appropriate records. 
The owner of the taxable property upon request shall furnish to the employee or agent of 
the department reasonable assistance required for the investigation. If refused entry, the 
department may seek a court order to compel entry.

(c) For the purpose of the investigation the owner of the taxable property or a 
representative of the owner may be required to appear for examination under oath by the 
department.

Sec. 43.56.090. Assessment roll.

The department shall prepare annually the assessment roll for taxation under this chapter. 
The roll must contain:

(1) a description of all taxable property;

(2) the assessed value of all taxable property;

(3) the names and addresses of persons owning property subject to assessment and 
taxation.

Sec. 43.56.100. Assessment notice.

(a) On or before March 1 of each year, the department shall send to every owner of 
taxable property named in the assessment roll a notice of assessment, showing the 
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assessed value of the property. Notice of assessment is effective on the date of mailing.

(b) The department shall send to a municipality a copy of the notice of assessment 
on any taxable property that is assessed under the provisions of this chapter and that is 
located in the municipality and on which a tax is authorized under AS 43.56.010 (b).

Sec. 43.56.110. Appeal to the department.

(a) An owner of taxable property or a municipality receiving an assessment notice 
may object to the assessment by advising the department in writing of the objections to 
the assessment within 20 days of the effective date of the notice.

(b) The department shall provide by regulation for notices of appeals to interested 
persons and municipalities.

(c) Following an objection the department may adjust the assessment and the 
assessment roll. An adjustment based on an objection from an owner of taxable property 
or a municipality shall be made within 30 days of the effective date of the notice of 
assessment.

Sec. 43.56.120. Appeal to the board.

(a) After a ruling by the department on an appeal made under AS 43.56.110, the 
owner or a municipality may further appeal to the board. The appeal must be filed in 
writing within 50 days of the effective date of the notice of assessment.

(b) The board shall provide by regulation for notices of appeals to interested persons 
and municipalities.

Sec. 43.56.130. Hearings of the board.

(a) The board shall hear appeals filed under AS 43.56.120 (a).

(b) A majority of the board constitutes a quorum required to transact business.

(c) The board shall provide by regulation for notices of hearings to interested 
persons and municipalities.

(d) If an appellant fails to appear at the hearing, the board may proceed with the 
hearing in the absence of the appellant.

(e) The appellant bears the burden of proof at the hearing.
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(f) The only grounds for adjustment of assessed value is proof of unequal, excessive, 
or improper valuation or valuation not determined in accordance with the standards set 
out in this chapter, based on facts stated in a written appeal timely filed or proved at the 
hearing.

(g) The board shall certify its determinations to the department within seven days of 
the hearing.

(h) [Repealed, Sec. 5 ch 107 SLA 1976].

(i) An owner or municipality may appeal to the superior court for, and is entitled to, 
trial de novo of the board's action.

Sec. 43.56.135. Certification.

No later than June 1 of each year, the department shall certify the final assessment roll 
and mail to the owner of the taxable property or an authorized agent a statement of the 
amount of tax due.

Sec. 43.56.140. Supplementary assessment rolls.

The department shall include property omitted from the assessment roll on a 
supplementary roll, using the procedures set out in this chapter for the original roll.

Sec. 43.56.150. Collection and deposit.

(a) The tax levied by AS 43.56.010 (a) is payable to the department on or before 
June 30 of the taxable year.

(b) The department may provide for voluntary prepayment and for payment by 
installments.

(c) The tax levied under AS 43.56.010 (a), interest and penalties collected with 
respect to this levy shall be deposited in the general fund.

Sec. 43.56.160. Interest and penalty.

When the tax levied by AS 43.56.010 (a) becomes delinquent, a penalty of 10 percent 
shall be added. Interest on the delinquent taxes, exclusive of penalty, shall be assessed at 
a rate of eight percent a year.

Sec. 43.56.170. Lien for tax. [Repealed, Sec. 4 ch 84 SLA 1976. For current law, see AS 
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43.10.035 ].

Repealed or Renumbered

Sec. 43.56.180. Remedy.

The remedy of distraint of property set out in AS 43.20.270 applies to the tax levied by 
AS 43.56.010 (a). However, only property subject to the tax may be distrained.

 
 
Title 43. REVENUE AND TAXATION 
Chapter 43.56. OIL AND GAS EXPLORATION, PRODUCTION, AND PIPELINE 
TRANSPORTATION PROPERTY TAXES 
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Sec. 43.75.018. Fisheries business education credit.

(a) For cash contributions accepted for direct instruction, research, and educational 
support purposes, including library and museum acquisitions and contributions to 
endowment, by an Alaska university foundation or by a nonprofit, public or private, 
Alaska two-year or four-year college accredited by a regional accreditation association, a 
person engaged in a fisheries business is allowed as a credit against the tax due under this 
chapter

(1) 50 percent of contributions of not more than $100,000; and

(2) 100 percent of the next $100,000 of contributions.

(b) [Repealed, Sec. 12 ch 71 SLA 1991]. 

(c) Each public college and university shall include in its annual operating budget 
request contributions received and how the contributions were used.

(d) A contribution claimed as a credit under this section may not

(1) be claimed as a credit under another provision of this title; and

(2) when combined with credits taken during the taxpayer's tax year under AS 
21.89.070 , 21.89.075, AS 43.20.014 , AS 43.55.019 , AS 43.56.018, AS 43.65.018 , or 
AS 43.77.045 , exceed $150,000.

Sec. 43.75.019. Alaska veterans' memorial endowment fund contribution credit. 
[Repealed, Sec. 25 ch 46 SLA 2002].

Repealed or Renumbered

Sec. 43.75.020. Application for license.

(a) Application for a license shall be filed with the department and accompanied by 
an annual fee of $25. A separate annual fee is required for each plant specified in the 
application covered by the license. The application must contain the name of the 
applicant, the line of business to be licensed, place of business, and other facts that the 
department prescribes. The applicant shall state that the applicant, as a condition of 
obtaining and maintaining the license, agrees to pay

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375018!27]/doc/{@17613}? (1 of 15) [2/11/2008 11:34:04 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375018!27]/toc/{t17613}?
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375018!27]/doc/{@17613}?next
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375018!27]/doc/{@17613}?prev
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375018!27]/doc/{@17613}?nexthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375018!27]/doc/{@17613}?prevhit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375018!27]/doc/{@17613}?prev
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4355019']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4365018']/doc/{@1}?firsthit


DOC Frame Page

(1) the taxes levied under this title, and that the applicant will make a return and pay 
the taxes at the time provided by law;

(2) any seafood marketing assessment levied under AS 16.51;

(3) contributions imposed under AS 23.20 (Alaska Employment Security Act);

(4) any administrative penalties assessed under AS 18.60.093 for a violation of a 
provision of AS 18.60.010 - 18.60.105; and

(5) any applicable fishery sales, use, or severance taxes imposed by a municipality 
in the state.

(b) Upon receipt of an application in proper form under (a) or (c) of this section, 
accompanied by the annual fee, the department shall issue the license if the

(1) applicant has paid in full, including interest and penalties, the following:

(A) taxes levied under this title; and

(B) any assessments under AS 16.51;

(2) department has not received notification from the Department of Labor and 
Workforce Development that the applicant has failed to pay in full

(A) an assessment of delinquent contributions that is final under AS 23.20.205(c) or 
23.20.220(c); or

(B) an administrative penalty that is final under AS 18.60.093 or 18.60.097; and

(3) department has not received a copy of

(A) a final judgment obtained against the applicant for unpaid fishery sales, use, or 
severance taxes imposed by a municipality in the state; or

(B) a final administrative determination against the applicant from a municipality in 
the state for unpaid fishery sales, use, or severance taxes imposed by the municipality; the 
administrative determination must be accompanied by a certification by the municipality 
that the municipal administrative process is consistent with constitutional requirements of 
due process and that the applicant has exhausted all administrative remedies under the 
applicable municipal administrative process.
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(c) Instead of a license issued under (a) of this section, the department may issue a 
direct marketing fisheries business license to a licensed commercial fisherman who 
processes fishery resources caught using a vessel that does not exceed 65 feet in overall 
length and is owned or leased by the commercial fisherman. The licensee may place into 
commerce in the state and outside of the state processed or unprocessed fishery resources 
caught using the vessel described in the license. Fishery resources that are caught using 
the vessel and owned by the licensee from the time of harvest through sale, as defined by 
the department by regulation, may be processed by the licensee on the vessel, at a shore-
based facility, or by means of custom processing services obtained by the licensee. An 
application for a direct marketing fisheries business license shall be filed with the 
department and accompanied by an annual fee of $25. A separate direct marketing 
fisheries business license and annual license fee are required for each vessel on which 
processing is performed. The application must state the name and address of the 
applicant, the fishery resources for which the applicant holds a commercial fishing entry 
permit or interim-use permit or quota share, a description of the vessel and each shore-
based facility where the applicant will process fishery resources, and other information 
that the department prescribes by regulation. The application must state that the applicant, 
as a condition of obtaining and maintaining the license, agrees to pay the taxes, 
assessment, employment security contributions, and penalties as set out in (a)(1) - (5) of 
this section. A person who holds a direct marketing fisheries business license may not 
under that license (1) purchase fishery resources for resale or processing for sale; or (2) 
process fishery resources for another licensed commercial fisherman or for a fisheries 
business licensed under this chapter. In this subsection, "licensed commercial fisherman" 
means a natural person who holds a commercial fishing entry permit or interim-use 
permit issued under AS 16.43 or a quota share issued under federal law.

Sec. 43.75.030. Filing return and payment of tax.

(a) A person subject to the tax shall file a return stating the value of fisheries 
resources processed during the license year, computed as required by this chapter, and 
such other information as the department prescribes by regulation. The return must show 
the license number and must be signed by the taxpayer or an authorized agent, under 
penalty of unsworn falsification in the second degree. If a receiver, trustee, or assign is 
operating the property or business, that person shall file the return for the person. A tax 
due on the basis of such a return shall be collected in the same manner as if collected 
from the person of whose business the receiver, trustee, or assign has custody and control.

(b) The return shall be made on the basis of the calendar year to the department at 
Juneau before April 1 after the close of the calendar year.

(c) The department may adopt regulations for the granting of a reasonable extension 
of time for filing and may grant an extension of time for filing.

(d) Except for tax paid monthly under AS 43.75.055 (c)(1), the tax shall be paid 
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before April 1 after the close of the calendar year.

(e) Every person engaging or attempting to engage in a business for which a license 
is required under this chapter shall keep records, make statements under oath, file returns, 
and comply with all regulations that the commissioner may adopt.

(f) When the department considers it is necessary, it may require a person, by notice 
served upon the person, to file a return, make such statements under oath, or keep and 
display to it such records as it considers sufficient to show the tax for which the person is 
liable. If a person fails to file a return as prescribed by law or by regulation, or makes, 
wilfully or otherwise, a false or fraudulent return, the department shall make the return 
from the information that it can obtain. A return made by the department is prima facie 
good and sufficient for all legal purposes.

Sec. 43.75.032. Tax credit for scholarship contributions.

(a) A fisheries business is entitled to a credit of not more than five percent of the 
business tax liability under AS 43.75.015 for contributions made during the tax year to 
the A. W. "Winn" Brindle memorial education loan account (AS 14.43.250 ). A tax credit 
under this section may not be approved for more than 100 percent of an education loan 
contribution.

(b) The department may not approve a tax credit under this section if the fisheries 
business claiming the credit is in arrears in the payment of a fisheries business tax under 
AS 43.75.015 ; for purposes of this subsection, a taxpayer is not in arrears if the payment 
is under administrative or judicial appeal.

(c) The department shall prepare an application form for a credit under this section.

(d) The department shall approve or disapprove an application for a credit under this 
section not later than 60 days after receiving the application.

Sec. 43.75.034. Tax credit report. [Repealed, Sec. 8 ch 79 SLA 1986].

Repealed or Renumbered

Sec. 43.75.035. Salmon product development tax credit.

(a) A taxpayer that is a fisheries business may claim a salmon product development 
tax credit of 50 percent of qualified investment in new property first placed into service in 
a shore-based plant or on a vessel in the state in the tax year.

(b) The amount of the tax credit applied against taxes under this section may not
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(1) exceed 50 percent of the taxpayer's tax liability incurred under this chapter for 
processing of salmon during the tax year; or

(2) be claimed for property first placed into service after December 31, 2008.

(c) If the property for which a tax credit is claimed is installed on a vessel, the 
amount of qualified investment under (a) of this section is determined by multiplying the 
investment cost of the qualified investment property by a fraction, the numerator of which 
is the weight of raw salmon processed on the vessel by the taxpayer in the state in the tax 
year in which the property is first placed into service, and the denominator of which is the 
weight of raw salmon processed on the vessel by the taxpayer in and outside of the state 
in the tax year in which the property is first placed into service.

(d) An unused credit under this section may be carried forward and applied against 
the tax liability incurred on salmon in the following three tax years.

(e) Qualified investment costs upon which a tax credit is claimed under this section 
may not be considered for another tax credit in this title. A tax credit applied under this 
section together with a tax credit applied under AS 43.75.036 may not exceed 50 percent 
of the taxpayer's tax liability incurred for the processing of salmon during the tax year.

(f) A taxpayer may not claim the tax credit allowed under this section if the taxpayer 
is in arrears in the payment of assessments under AS 16.51.120 , contributions under AS 
23.20, or taxes or assessments collected or owed under this title. For purposes of this 
subsection, a taxpayer is not in arrears if the liability for the assessment, contribution, or 
tax is under administrative or judicial appeal.

(g) If, during a tax year, property for which a credit was claimed under this section 
is disposed of by the taxpayer, ceases to be qualified investment property, or is removed 
from service in the state, the tax due under this chapter is increased by the recapture 
percentage of the aggregate decrease in the credit allowed under this section for all prior 
tax years that would have resulted solely from reducing to zero the credit allowed for the 
qualified investment property under this section. The amount of tax credit attributable to 
the qualified investment that is carried forward from prior tax years is terminated as of the 
first day of the tax year in which the qualified investment property is disposed of by the 
taxpayer, ceases to be qualified investment property, or is removed from service in the 
state. For purposes of this subsection,

(1) the recapture percentage during the year in which the property is first placed into 
service or during the first year following the year in which the property is first placed into 
service is 100 percent;
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(2) the recapture percentage during the second year following the year in which the 
property is first placed into service is 75 percent;

(3) the recapture percentage during the third year following the year in which the 
property is first placed into service is 50 percent;

(4) the recapture percentage during the fourth or subsequent year following the year 
in which the property is first placed into service is zero percent;

(5) qualified investment property used on a vessel is considered to have been 
removed from the state on the first day of a tax year in which the proportion of raw 
salmon processed in the state on the vessel is less than 50 percent of total weight of raw 
salmon processed on the vessel in and outside of the state.

(h) The amount of a tax credit recaptured under (g)(1) - (3) of this section may not 
be included in the determination of the amount of that tax credit that is allowable under 
this section or AS 43.75.036 .

(i) In this section,

(1) "first placed into service" means the moment when property is first used for its 
intended purpose;

(2) "new property" means property whose original use commences with the taxpayer 
and does not include property first used by another person;

(3) "qualified investment" means the investment cost in depreciable tangible 
personal property with a useful life of three years or more to be used predominantly to 
perform a processing, packaging, or product finishing function that is a significant 
component in producing value-added salmon products beyond gutting of the salmon; in 
this paragraph, "property"

(A) includes

(i) filleting, skinning, portioning, mincing, forming, extruding, stuffing, injecting, 
mixing, marinating, preserving, drying, smoking, brining, packaging, blast freezing, or 
pin bone removal equipment; and

(ii) new parts to convert an existing can seamer to pop-top can production;

(B) does not include

(i) vehicles, forklifts, conveyors, cranes, pumps, or other equipment used to 
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transport salmon or salmon products, knives, gloves, tools, supplies and materials, 
equipment that is not processing, packaging, or product finishing equipment, or other 
equipment the use of which is incidental to the production, packaging, or finishing of 
value-added salmon products; or

(ii) the overhaul, retooling, or modification of new or existing property, except for 
new parts to convert an existing can seamer to pop-top can production;

(4) "tax liability" means the liability for all taxes under this chapter before all credits 
allowed by this chapter;

(5) "useful life" means the useful life of the property that is or would be applicable 
for purposes of depreciation;

(6) "value-added salmon product" means the product of a salmon that is processed 
beyond heading, gutting, or separation in a manner that materially enhances the value of 
the salmon product, such as shelf-stable, retort pouched, smoked, pickled, or filleted 
salmon, ikura, leather, or jerky; "value-added salmon product" does not include a salmon 
or salmon product that

(A) has been subjected to only one or more of heading, gutting, freezing, packaging, 
quality assurance practices, or value retention practices;

(B) is salmon skeins or other unprocessed salmon products whether fresh or frozen;

(C) is canned, except for salmon products in a pop-top can; or

(D) is produced out of the state.

Sec. 43.75.036. Salmon utilization tax credit.

(a) A taxpayer that is a fisheries business may claim a salmon utilization tax credit 
of 50 percent of the amount of the qualified expenditure in the state in the tax year for full 
utilization of salmon.

(b) The amount of the tax credit applied against taxes under this section may not

(1) exceed 50 percent of the taxpayer's tax liability incurred under this chapter for 
salmon during the tax year; or

(2) be claimed for property first placed into service, or for expenditures incurred, 
after December 31, 2005.
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(c) If the tax credit is claimed for installation or operation of new equipment on a 
vessel, the amount of the qualified expenditure under (a) of this section is determined by 
multiplying the cost of the installation or operation of the equipment by a fraction, the 
numerator of which is the weight of raw salmon processed on the vessel by the taxpayer 
in the state in the tax year in which the equipment is first placed into service, and the 
denominator of which is the weight of raw salmon processed on the vessel by the 
taxpayer in and outside of the state in the tax year in which the equipment is first placed 
into service.

(d) An unused credit under this section may be carried forward and applied against 
the tax liability incurred on salmon in the following three tax years.

(e) Qualified expenditures for which a tax credit is claimed under this section may 
not be considered for another tax credit in this title. A tax credit applied under this section 
together with a tax credit applied under AS 43.75.035 may not exceed 50 percent of the 
taxpayer's tax liability incurred for the processing of salmon during the tax year.

(f) A taxpayer may not claim the tax credit allowed under this section if the taxpayer 
is in arrears in the payment of assessments under AS 16.51.120 , contributions under AS 
23.20, or taxes or assessments collected or owed under this title. For purposes of this 
subsection, a taxpayer is not in arrears if the liability for the assessment, contribution, or 
tax is under administrative or judicial appeal.

(g) If, during a tax year, equipment for which a credit was claimed under this section 
is disposed of by the taxpayer, ceases to be a qualified expenditure, or is removed from 
service in the state, the tax due under this chapter is increased by the recapture percentage 
of the aggregate decrease in the credit allowed under this section for all prior tax years 
that would have resulted solely from reducing to zero the credit allowed for the qualified 
expenditure under this section. The amount of tax credit attributable to the qualified 
expenditure that is carried forward from prior tax years is terminated as of the first day of 
the tax year in which the equipment is disposed of by the taxpayer, ceases to be a 
qualified expenditure, or is removed from service in the state. For purposes of this 
subsection,

(1) the recapture percentage during the year in which the equipment is first placed 
into service or during the first year following the year in which the equipment is first 
placed into service is 100 percent;

(2) the recapture percentage during the second year following the year in which the 
equipment is first placed into service is 75 percent;

(3) the recapture percentage during the third year following the year in which the 
equipment is first placed into service is 50 percent;
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(4) the recapture percentage during the fourth or subsequent year following the year 
in which the equipment is first placed into service is zero percent;

(5) equipment used on a vessel is considered to have been removed from the state on 
the first day of a tax year in which the proportion of raw salmon processed in the state on 
the vessel is less than 50 percent of total weight of raw salmon processed on the vessel in 
and outside of the state.

(h) The amount of a tax credit recaptured under (g)(1) - (3) of this section may not 
be included in the determination of the amount of that tax credit that is allowable under 
this section or AS 43.75.035 .

(i) In this section,

(1) "first placed into service" means the moment when equipment is first used for its 
intended purpose;

(2) "new equipment" means tangible, depreciable personal property with a useful 
life of three years or more whose original use commences with the taxpayer and does not 
include property first used by another person;

(3) "qualified expenditure" means

(A) the direct and incremental cost of the development, manufacture, or purchase of 
new equipment by a taxpayer to produce marketable products in the state using salmon 
waste;

(B) reasonable custom processing or disposal fees paid to another fisheries business 
in the state that does not claim a credit under this section or AS 43.75.035 and that 
produces marketable products from salmon waste, less the market value of the products 
produced for the taxpayer; or

(C) the direct and incremental cost of transporting salmon waste to a facility in the 
state that produces a marketable product from salmon waste;

(4) "tax liability" means the liability for all taxes under this chapter before all credits 
allowed by this chapter;

(5) "useful life" means the useful life of equipment that is or would be applicable for 
purposes of depreciation.

Sec. 43.75.050. Violations and penalties. [Repealed, Sec. 4 ch 94 SLA 1976; Sec. 3 ch 

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375018!27]/doc/{@17613}? (9 of 15) [2/11/2008 11:34:04 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4375035']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4375035']/doc/{@1}?firsthit


DOC Frame Page

166 SLA 1976; Sec. 45, 46 ch 113 SLA 1980. For current law, see AS 43.05.220 and 
43.05.290].

Repealed or Renumbered

Sec. 43.75.055. Security for collection of taxes.

(a) An applicant for a license under this chapter shall, in or with the application, 
state under oath the amount of each of the products that the applicant expects to produce 
during the license year. The applicant shall further state the extent of lienable real 
property owned by the applicant in the state against which the tax may be collected and 
other information with respect to description, location, and value of the property that the 
department prescribes.

(b) Except as provided in (c) and (e) of this section, if the lienable value of the 
property is not equal to three times the amount of the tax for which the applicant will 
probably be liable under this section, the department may not issue the license until the 
applicant files with the department a surety bond approved by the attorney general in a 
penal sum equal to twice the probable amount of the tax for which the applicant will be 
liable, conditioned upon payment of the tax in full when due, with interest and penalties if 
not paid before delinquency.

(c) An applicant may elect to avoid the requirements of (a) and (b) of this section if 
the applicant

(1) files a report as prescribed by the department and pays the taxes due under this 
chapter on or before the 15th day of the month following the month in which liability for 
the payment of the taxes was incurred;

(2) pays the taxes and assessments for which the applicant is liable under AS 16.51, 
AS 43.76, and AS 43.77 on or before the 15th day of the month following the month in 
which the liability for the payment of the taxes or assessments was incurred;

(3) remits to the department the taxes and assessments that the applicant is required 
to collect under AS 43.76 on or before the 15th day of the month following the month in 
which the taxes or assessments were required to be collected; and

(4) either

(A) files a bond in the amount of $50,000; or

(B) provides the department with proof that the applicant is the owner of lienable 
real property in the state of a value of at least $100,000.
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(d) A bond filed under (c) of this section must be conditioned upon the payment of 
the taxes under (c)(1) of this section in full when due.

(e) The department may waive the bond requirement under (b) or (c) of this section 
if the applicant posts other security in the form of collateral acceptable to the department 
or prepays the estimated tax.

(f) An applicant that fails to pay amounts due under this section is subject to civil 
penalties set out under AS 43.05.220 .

(g) Real property, a surety bond, or other security being used to secure payment of 
the tax for the year preceding the application year may also be used to secure payment of 
the estimated tax for the application year if the security is acceptable to the department 
and the applicant has not failed to pay a tax under this chapter in a timely manner during 
any of the three years preceding the application year.

Sec. 43.75.060. - 43.75.095l Cold storage and other fish processors. [Repealed, Sec. 13 
ch 79 SLA 1979]. 

Repealed or Renumbered

Article 02. FISHERIES PRODUCTS SOLD OUTSIDE TAXING JURISDICTION

Sec. 43.75.100. Tax imposed on taking of fishery resource.

(a) A person taking, purchasing, or otherwise acquiring a fishery resource that has 
not been subject to the tax imposed in AS 43.75.015 is subject to the tax levied in AS 
43.75.015 on the value of the fishery resource if the person

(1) transports the fishery resource to a point outside the taxing jurisdiction of the 
state for subsequent processing or sale outside the taxing jurisdiction of the state;

(2) sells the fishery resource outside the taxing jurisdiction of the state; or

(3) has the fishery resource processed by a fisheries business in the state.

(b) The rate of tax that shall be paid by a person whose liability for the tax is 
established by this section is the rate of tax that would have been due under AS 43.75.015 
if the fisheries business that first actually and physically processed the fish had been 
liable to pay the tax.

Sec. 43.75.110. Duty of taxpayer and payment of tax.
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A person subject to taxes under AS 43.75.100 shall make a return stating the value of 
fisheries resources taken, purchased, or otherwise acquired during the license year for sale 
to fisheries businesses outside of the taxing jurisdiction of the state computed as required 
by AS 43.75.100 , and other information to carry out the provisions of AS 43.75.100 as 
may be prescribed by the department. The return must contain the license number and 
must be signed by the taxpayer or an authorized agent, under penalty of unsworn 
falsification in the second degree. If a receiver, trustee, or assign is operating the property 
or business, that person shall make the return for the person. A tax due on the basis of 
such return shall be collected in the same manner as if collected from the person of whose 
business the receiver, trustee, or assign has custody and control. The requirements for 
time and place of payment of tax, and the obligation to keep records and make the records 
available to the commissioner are the same as those prescribed in AS 43.75.011 - 
43.75.050.

Sec. 43.75.120. Violations and penalties. [Repealed, Sec. 46 ch 113 SLA 1980. For 
current law, see AS 43.05.220 and 43.05.290].

Repealed or Renumbered

Article 03. REFUNDS TO LOCAL GOVERNMENTS

Sec. 43.75.130. Refund to local governments.

(a) Except as provided in (d) of this section, the commissioner shall pay

(1) to each unified municipality and to each city located in the unorganized borough, 
50 percent of the amount of tax revenue collected in the municipality from taxes levied 
under this chapter;

(2) to each city located within a borough, 25 percent of the amount of tax revenue 
collected in the city from taxes levied under this chapter; and

(3) to each borough

(A) 50 percent of the amount of tax revenue collected in the area of the borough 
outside cities from taxes levied under this chapter; and

(B) 25 percent of the amount of tax revenue collected in cities located within the 
borough from taxes levied under this chapter.

(b) For purposes of this section, tax revenue collected under AS 43.75.015 from a 
person entitled to a credit under AS 43.75.032 shall be calculated as if the person's tax 
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had been collected without applying the credit.

(c) [Repealed, Sec. 7 ch 79 SLA 1986]. 

(d) Notwithstanding the provisions of (a)(2) and (a)(3)(B) of this section, the 
commissioner shall pay

(1) to each city that is located in a borough incorporated after June 16, 1987 the 
following percentages of the tax revenue collected in the city from taxes levied under this 
chapter:

(A) 45 percent of the taxes collected during the calendar year in which the borough 
is incorporated;

(B) 40 percent of the taxes collected during the first calendar year after the calendar 
year in which the borough is incorporated;

(C) 35 percent of the taxes collected during the second calendar year after the 
calendar year in which the borough is incorporated; and

(D) 30 percent of the taxes collected during the third calendar year after the calendar 
year in which the borough is incorporated; and

(2) to each borough that is incorporated after June 16, 1987 the following 
percentages of the tax revenue collected in the cities located within the borough from 
taxes levied under this chapter:

(A) 5 percent of the taxes collected during the calendar year in which the borough is 
incorporated;

(B) 10 percent of the taxes collected during the first calendar year after the calendar 
year in which the borough is incorporated;

(C) 15 percent of the taxes collected during the second calendar year after the 
calendar year in which the borough is incorporated; and

(D) 20 percent of the taxes collected during the third calendar year after the calendar 
year in which the borough is incorporated.

(e) Notwithstanding the provisions of (d) of this section, a city may adopt an 
ordinance to transfer a portion of the funds received under (d)(1) of this section to the 
borough in which the city is located.
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(f) For purposes of this section, tax revenue collected under AS 43.75.015 from a 
person entitled to a credit under AS 43.75.035 or 43.75.036 shall be calculated as if the 
person's tax were collected without applying the credit; tax revenue collected does not 
include the amount of a tax credit recaptured under AS 43.75.035 (g) or 43.75.036(g).

(g) In this section, "tax revenue collected" includes the amount credited against 
taxes under AS 43.75.018 .

Sec. 43.75.133. Provision of information to municipalities.

(a) If the mayor, manager, or administrator of a municipality makes a written 
request, the department shall furnish the mayor, manager, or administrator of the 
municipality the names of all fisheries businesses that have filed tax returns under this 
chapter in which the fisheries business listed the municipality as the location in which the 
fisheries business processed a fisheries resource subject to the tax imposed under this 
chapter.

(b) If the mayor, manager, or administrator of a municipality makes a written 
request, the department shall verify that, as to a tax levied and collected by the 
municipality that is based on the value of fisheries resource processed in or transported to 
or within the municipality, the value of the fisheries resources reported by a fisheries 
business to the municipality and the value of the fisheries resources reported by the 
fisheries business to the department under this chapter are substantially the same. If the 
values are not substantially the same, the department shall permit the mayor, manager, or 
administrator of the municipality to inspect tax returns filed by the fisheries business with 
the department under this chapter, or shall furnish to the municipal officer a copy of the 
tax returns, if the department determines that the municipality provides adequate 
safeguards for the confidentiality of the returns and that the returns will be used by the 
municipality only for purposes of collection of its tax levied and collected on fisheries 
resources. In this subsection, the value of the fisheries resources reported by the fisheries 
business to the department and the value reported to the municipality are substantially the 
same if the values are equal or the variance between them does not exceed one percent of 
the greater value.

Sec. 43.75.135. Additional refund to boroughs and cities. [Repealed, Sec. 13 ch 79 SLA 
1979].

Repealed or Renumbered

Sec. 43.75.136. Appropriations to Commercial Fishing and Agriculture Bank. [Repealed, 
Sec. 20 ch 117 SLA 1981].

Repealed or Renumbered

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375018!27]/doc/{@17613}? (14 of 15) [2/11/2008 11:34:04 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4375035']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4375035']/doc/{@1}?firsthit


DOC Frame Page

 
 
Title 43. REVENUE AND TAXATION 
Chapter 43.75. FISHERIES BUSINESS LICENSE AND TAXES 
 

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375018!27]/doc/{@17613}? (15 of 15) [2/11/2008 11:34:04 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4375018!27]/doc/{@17613}?next


DOC Frame Page

 

Contents 

 

Next 

 

Previous  
 
 

 

Query 

 

Next Hit 

 

Prev. Hit  
 
 

 

Home 

 

How to Query 

 

Sec. 43.77.045. Fisheries resource landing tax education credit.

(a) In addition to the credit allowed under AS 43.77.040 , for cash contributions 
accepted for direct instruction, research, and educational support purposes, including 
library and museum acquisitions and contributions to endowment, by an Alaska 
university foundation or by a nonprofit, public or private, Alaska two- year or four-year 
college accredited by a regional accreditation association, a person engaged in a floating 
fisheries business is allowed as a credit against the tax due under this chapter

(1) 50 percent of contributions of not more than $100,000; and

(2) 100 percent of the next $100,000 of contributions.

(b) Each public college and university shall include in its annual operating budget 
request contributions received and how the contributions were used.

(c) A contribution claimed as a credit under this section may not

(1) be claimed as a credit under another provision of this title; and

(2) when combined with credits taken during the taxpayer's tax year under AS 
21.89.070 , 21.89.075, AS 43.20.014 , AS 43.55.019 , AS 43.56.018, AS 43.65.018 , or 
AS 43.75.018 , exceed $150,000.

Sec. 43.77.046. Alaska veterans' memorial endowment fund contribution credit. 
[Repealed, Sec. 25 ch 46 SLA 2002].

Repealed or Renumbered

Sec. 43.77.050. Separate accounting.

(a) [Repealed, Sec. 28 ch 81 SLA 1996]. 

(b) The tax collected under this chapter shall be paid into a separate account in the 
general fund. The annual balance in the account may be appropriated by the legislature 
for revenue sharing under AS 43.77.060. The amount of all tax credits approved by the 
commissioner under AS 43.77.040 (b) shall be deducted from amounts paid to 
municipalities under AS 43.77.060 (a) - (c).
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Sec. 43.77.060. Revenue sharing.

(a) Subject to appropriation by the legislature and except as provided in (b) of this 
section, the commissioner shall pay to each

(1) unified municipality and to each city located in the unorganized borough, 50 
percent of the amount of tax revenue collected from taxes levied under this chapter on the 
fishery resource landed in the municipality and accounted for under AS 43.77.050 (b);

(2) city located within a borough, 25 percent of the amount of the tax revenue 
collected from taxes levied under this chapter on fishery resources landed in the city and 
accounted for under AS 43.77.050 (b); and

(3) borough

(A) 50 percent of the amount of the tax revenue collected from taxes levied under 
this chapter on fishery resources landed in the area of the borough outside cities and 
accounted for under AS 43.77.050 (b); and

(B) 25 percent of the amount of the tax revenue collected from taxes levied under 
this chapter on fishery resources landed in cities located within the borough and 
accounted for under AS 43.77.050 (b).

(b) Notwithstanding the provisions of (a)(2) and (a)(3)(B) of this section, and 
subject to appropriation by the legislature, the commissioner shall pay to each

(1) city that is located in a borough incorporated after January 1, 1994, the following 
percentages of the tax revenue collected from taxes levied under this chapter on fishery 
resources landed in the city and accounted for under AS 43.77.050 (b):

(A) 45 percent of the tax revenue collected during the calendar year in which the 
borough is incorporated;

(B) 40 percent of the tax revenue collected during the first calendar year after the 
calendar year in which the borough is incorporated;

(C) 35 percent of the tax revenue collected during the second calendar year after the 
calendar year in which the borough is incorporated; and

(D) 30 percent of the tax revenue collected during the third calendar year after the 
calendar year in which the borough is incorporated; and
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(2) borough that is incorporated after January 1, 1994, the following percentages of 
the tax revenue collected from taxes levied under this chapter on fishery resources landed 
in the cities located within the borough and accounted for under AS 43.77.050 (b):

(A) five percent of the tax revenue collected during the calendar year in which the 
borough is incorporated;

(B) 10 percent of the tax revenue collected during the first calendar year after the 
calendar year in which the borough is incorporated;

(C) 15 percent of the tax revenue collected during the second calendar year after the 
calendar year in which the borough is incorporated; and

(D) 20 percent of the tax revenue collected during the third calendar year after the 
calendar year in which the borough is incorporated.

(c) Notwithstanding the provisions of (b) of this section, a city may adopt an 
ordinance to transfer a portion of the funds received under (b)(1) of this section to the 
borough in which the city is located.

(d) To the extent that appropriations are available for the purpose, and 
notwithstanding the requirement of AS 37.07.080 (e) that approval of the office of 
management and budget is required, an amount equal to 50 percent of the tax revenue that 
is collected under this chapter and is not subject to division with a municipality under (a) 
- (c) of this section shall be transmitted each fiscal year, without the approval of the office 
of management and budget, by the department to the Department of Commerce, 
Community, and Economic Development for disbursal to eligible municipalities under 
AS 29.60.450 .

(e) For purposes of this section, tax revenue collected under AS 43.77.010 from a 
person entitled to a credit under AS 43.77.035 or 43.77.045 shall be calculated as if the 
person's tax had been collected without applying the credits.

Sec. 43.77.070. Regulations.

The department shall adopt regulations to implement and interpret this chapter.

Sec. 43.77.200. Definitions.

In this chapter,

(1) "community development quota" has the meaning given that term in a regulation 
adopted by the Office of the Governor, under authority granted by art. III, secs. 1 and 24, 
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Constitution of the State of Alaska, to implement a program of the North Pacific Fishery 
Management Council to set aside fisheries resources for community development 
purposes in western Alaska;

(2) "engages or attempts to engage in a floating fishery business in the state" means 
conducting in the state an activity as part of an integrated mobile business involving the 
harvesting or taking, processing, transportation, or delivery of a fishery resource, 
including transfer of fishery resources or processed products, taking on and disembarking 
crew, taking on fuel or supplies, obtaining vessel or gear repairs, discharging wastes, 
seeking protection in sheltered waters, and any other related activity that makes a claim 
on the resources of the state.

(3) "fishery resource" means finfish, shellfish, and fish by-products, including 
salmon, halibut, herring, flounder, crab, clams, cod, shrimp, and pollock;

(4) "landing" means the act of unloading or transferring a fishery resource;

(5) "process"

(A) means any activity that modifies the physical condition of the resource, 
including butchering, freezing, salting, cooking, canning, dehydrating, or smoking;

(B) does not include decapitating shrimp, or gutting, gilling, sliming, washing, or 
icing a resource solely for the purpose of maintaining the quality of the fresh resource;

(6) "tax" means the fishery resource landing tax levied and collected under this 
chapter;

(7) "value" means the unprocessed value of the fishery resource based on the 
statewide average price paid for the fisheries resource as reported during the year to the 
Department of Fish and Game under AS 16.05.690.

Chapter 43.80. SALMON PRICE REPORTS

Sec. 43.80.010. [Renumbered as AS 43.99.010 ].

Repealed or Renumbered

Sec. 43.80.015. [Renumbered as AS 43.98.015 ]

Repealed or Renumbered

Sec. 43.80.020. Prosecution for failure to secure license. [Repealed, Sec. 46 ch 113 SLA 
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1980. For current law, see AS 43.05.290 (h)].

Repealed or Renumbered

Sec. 43.80.030. Production of license. [Repealed, Sec. 45 ch 113 SLA 1980].

Repealed or Renumbered

Sec. 43.80.035. Reporting of salmon prices. [Repealed, Sec. 2 ch 49 SLA 1983].

Repealed or Renumbered

Sec. 43.80.040. [Renumbered as AS 43.99.950 ].

Repealed or Renumbered

Sec. 43.80.050. Reporting of wholesale salmon prices.

(a) A fish processor engaged in the business of selling salmon products at wholesale 
and whose business sells more than 1,000,000 pounds of salmon products at wholesale 
during a calendar year shall submit to the department during the following calendar year, 
on a form provided by the department, reports of the prices received for and quantity of 
salmon products sold at wholesale by the processor or an affiliate of the processor. Not 
later than May 31 of each reporting year, a processor shall submit a report for the period 
January 1 through April 30 of the reporting year. Not later than September 30 of each 
reporting year, a processor shall submit a report for the period May 1 through August 31 
of the reporting year. Not later than January 31 of each reporting year, a processor shall 
submit a report for the period September 1 through December 31 of the reporting year.

(b) A report submitted by a processor under (a) or (c) of this section must include

(1) the requested information for the following salmon product forms:

(A) thermally processed salmon products;

(B) fresh headed and gutted salmon products;

(C) fresh fillet salmon products;

(D) frozen headed and gutted salmon products;

(E) frozen fillet salmon products;

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4377045!27]/doc/{@17699}? (5 of 9) [2/11/2008 11:34:08 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4305290']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4399950']/doc/{@1}?firsthit


DOC Frame Page

(F) salmon roe products;

(2) the requested information regarding the total quantity of each salmon product 
form sold by providing the total number of

(A) each size of container in which thermally processed salmon products were sold 
by the processor or its affiliate; and

(B) pounds for each of the other salmon product forms sold by the processor or its 
affiliate; and

(3) for sales to buyers that are not affiliates of the processor, the total quantity of 
each salmon product form sold by area of production by species, and the wholesale price 
received.

(c) A sale to an affiliate of the processor may not be included in a report submitted 
under this section by a processor. However, the processor shall report sales by an affiliate 
at wholesale of salmon products that were obtained from the processor. The report must 
include a description of the products and the total quantity of each salmon product form 
sold by the affiliate by area of production by species and the wholesale prices received by 
the affiliate.

(d) Information shall be reported for each size of the container in which the salmon 
is sold.

(e) A person excluded from the fisheries business tax under AS 43.75.017 is exempt 
from the requirements of this section.

(f) Each fish processor who submits a report under (a) of this section during a 
reporting year shall also submit an annual report of the quantity of salmon products 
produced by the processor or an affiliate of the processor between January 1 and 
December 31 of the reporting year. The report shall be submitted to the department not 
later than January 31 of the following reporting year. The report must include

(1) a description of the products and the total quantity of each salmon product form 
produced by area of production by species for each of the salmon product forms listed in 
(b)(1) of this section; and

(2) the requested information regarding the total quantity of each salmon product 
form produced by providing the total number of

(A) each size of container in which thermally processed salmon products were 
produced by the processor or its affiliate; and
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(B) pounds for each of the other salmon product forms produced by the processor or 
its affiliate.

Sec. 43.80.055. Wholesale price averages; Alaska salmon price report.

(a) Based on the information provided in reports submitted under AS 43.80.050 , the 
department shall determine the average wholesale prices paid to fish processors and their 
affiliates for the sale of salmon products.

(b) The department shall determine under this section the monthly and annual 
wholesale price averages for

(1) each species of salmon for each size of the container in which thermally 
processed salmon products are sold;

(2) each pound of other salmon products by area of production by species by 
product form.

(c) The department shall publish the average wholesale prices paid for salmon 
products in a report entitled the "Alaska Salmon Price Report."

Sec. 43.80.060. Report to the legislature.

Not later than March 15 of each year, the department shall make available to the 
legislature a report of average wholesale prices paid for salmon products and a report of 
the quantity of salmon products produced during the preceding calendar year. The 
department shall notify the legislature that the report is available.

Sec. 43.80.065. Confidentiality of reports.

Information in reports submitted under AS 43.80.050 , and price averages calculated by 
the department from the information in the reports, are public information, except that 
information that identifies or could be used to identify a particular fish processor is 
confidential.

Sec. 43.80.095. Penalty.

The department may levy and collect a civil penalty of $50 per day on a fish processor 
that fails to submit a report as required under AS 43.80.050 .

Sec. 43.80.100. Definitions.
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In AS 43.80.050 - 43.80.100,

(1) "affiliate of the processor" means a person that directly or indirectly, through one 
or more intermediaries, controls, is controlled by, or is under common control with, the 
processor;

(2) "area of production" means the area in which a salmon product was processed by 
a fish processor; in this paragraph, "area" means one of the following areas:

(A) Southeastern and Yakutat;

(B) Prince William Sound;

(C) Cook Inlet;

(D) Kodiak;

(E) Chignik;

(F) Aleutian Islands, Atka-Amlia Islands, and Alaska Peninsula;

(G) Bristol Bay; or

(H) Kuskokwim, Yukon-Northern, Norton Sound-Port Clarence, and Kotzebue;

(3) "container" means the can, pouch, or other similar container in which the salmon 
is thermally processed;

(4) "control" means

(A) owning directly or indirectly, or having the power to vote, not less than 10 
percent of any class of voting securities of a corporation; or

(B) influencing or affecting in any substantive manner the election of a majority of 
the directors or trustees of a corporation;

(5) "fish processor" means a person engaging or attempting to engage in a business 
for which a license is required under AS 43.75.010 - 43.75.055;

(6) "produce" means to process salmon into a salmon product;

(7) "reporting year" means the calendar year after the calendar year in which a fish 
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processor's business sells more than 1,000,000 pounds of salmon products at wholesale;

(8) "thermally processed" means processed by the application of heat to render the 
salmon free of microorganisms that are capable of reproducing in the salmon under 
normal nonrefrigerated conditions of storage or distribution.

(9) "wholesale" means the first sale of a salmon product at wholesale after the 
fishery business tax was paid or became payable on the salmon from which the salmon 
product was produced.

(10) "wholesale price" includes all receipts, whether in the form of money, credits, 
or other consideration, from the sale of a salmon product at wholesale, without deduction 
for the costs of property sold, materials used, insurance, labor, services, labeling, 
transportation, storage, interest, taxes, losses, or any other expense.

Chapter 43.82. ALASKA STRANDED GAS DEVELOPMENT ACT

 
 
Title 43. REVENUE AND TAXATION 
Chapter 43.77. FISHERY RESOURCE LANDING TAX 
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Sec. 43.55.011. Oil and gas production tax.

(a) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(b) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(c) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(d) [Repealed, Sec. 18 ch 116 SLA 1981]. 

(e) There is levied on the producer of oil or gas a tax for all oil and gas produced 
each calendar year from each lease or property in the state, less any oil and gas the 
ownership or right to which is exempt from taxation or constitutes a landowner's royalty 
interest. Except as otherwise provided under (f), (j), (k), and (o) of this section, the tax is 
equal to the sum of

(1) the annual production tax value of the taxable oil and gas as calculated under AS 
43.55.160 (a)(1) multiplied by 25 percent; and

(2) the sum, over all months of the calendar year, of the tax amounts determined 
under (g) of this section.

(f) The levy of tax under this section for oil and gas produced north of 68 degrees 
North latitude, other than oil and gas production subject to (i) of this section and gas 
subject to (o) of this section, may not be less than

(1) four percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is more than $25;

(2) three percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is over $20 but not over $25;

(3) two percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is over $17.50 but not over $20;

(4) one percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
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during the calendar year for which the tax is due is over $15 but not over $17.50; or

(5) zero percent of the gross value at the point of production when the average price 
per barrel for Alaska North Slope crude oil for sale on the United States West Coast 
during the calendar year for which the tax is due is $15 or less.

(g) For each month of the calendar year for which the producer's average monthly 
production tax value under AS 43.55.160 (a)(2) per BTU equivalent barrel of the taxable 
oil and gas is more than $30, the amount of tax for purposes of (e)(2) of this section is 
determined by multiplying the monthly production tax value of the taxable oil and gas 
produced during the month by the tax rate calculated as follows:

(1) if the producer's average monthly production tax value per BTU equivalent 
barrel of the taxable oil and gas for the month is not more than $92.50, the tax rate is 0.4 
percent multiplied by the number that represents the difference between that average 
monthly production tax value per BTU equivalent barrel and $30; or

(2) if the producer's average monthly production tax value per BTU equivalent 
barrel of the taxable oil and gas for the month is more than $92.50, the tax rate is the sum 
of 25 percent and the product of 0.1 percent multiplied by the number that represents the 
difference between the average monthly production tax value per BTU equivalent barrel 
and $92.50, except that the sum determined under this paragraph may not exceed 50 
percent.

(h) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(i) There is levied on the producer of oil or gas a tax for all oil and gas produced 
each calendar year from each lease or property in the state the ownership or right to which 
constitutes a landowner's royalty interest, except for oil and gas the ownership or right to 
which is exempt from taxation. The provisions of this subsection apply to a landowner's 
royalty interest as follows:

(1) the tax levied for oil is equal to five percent of the gross value at the point of 
production of the oil;

(2) the tax levied for gas is equal to 1.667 percent of the gross value at the point of 
production of the gas;

(3) if the department determines that, for purposes of reducing the producer's tax 
liability under (1) or (2) of this subsection, the producer has received or will receive 
consideration from the royalty owner offsetting all or a part of the producer's royalty 
obligation, other than a deduction under AS 43.55.020 (d) of the amount of a tax paid, 
then, notwithstanding (1) and (2) of this subsection, the tax is equal to 25 percent of the 

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4355011!27]/doc/{@17499}? (2 of 25) [2/11/2008 11:34:16 AM]



DOC Frame Page

gross value at the point of production of the oil and gas.

(j) For a calendar year before 2022, the tax levied by (e) of this section for gas 
produced from a lease or property in the Cook Inlet sedimentary basin may not exceed

(1) for a lease or property that first commenced commercial production of gas before 
April 1, 2006, the product obtained by multiplying (A) the amount of taxable gas 
produced during the calendar year from the lease or property, times (B) the average rate 
of tax that was imposed under this chapter for taxable gas produced from the lease or 
property for the 12-month period ending on March 31, 2006, times (C) the quotient 
obtained by dividing the total gross value at the point of production of the taxable gas 
produced from the lease or property during the 12-month period ending on March 31, 
2006, by the total amount of that gas;

(2) for a lease or property that first commences commercial production of gas after 
March 31, 2006, the product obtained by multiplying (A) the amount of taxable gas 
produced during the calendar year from the lease or property, times (B) the average rate 
of tax that was imposed under this chapter for taxable gas produced from all leases or 
properties in the Cook Inlet sedimentary basin for the 12-month period ending on March 
31, 2006, times (C) the average prevailing value for gas delivered in the Cook Inlet area 
for the 12-month period ending March 31, 2006, as determined by the department under 
AS 43.55.020 (f).

(k) For a calendar year before 2022, the tax levied by (e) of this section for oil 
produced from a lease or property in the Cook Inlet sedimentary basin may not exceed

(1) for a lease or property that first commenced commercial production of oil before 
April 1, 2006, the product obtained by multiplying (A) the amount of taxable oil 
produced during the calendar year from the lease or property, times (B) the average rate 
of tax that was imposed under this chapter for taxable oil produced from the lease or 
property for the 12-month period ending on March 31, 2006, times (C) the quotient 
obtained by dividing the total gross value at the point of production of the taxable oil 
produced from the lease or property during the 12-month period ending on March 31, 
2006, by the total amount of that oil;

(2) for a lease or property that first commences commercial production of oil after 
March 31, 2006, the product obtained by multiplying (A) the amount of taxable oil 
produced during the calendar year from the lease or property, times (B) the average rate 
of tax that was imposed under this chapter for taxable oil produced from all leases or 
properties in the Cook Inlet sedimentary basin for the 12-month period ending on March 
31, 2006, times (C) the average prevailing value for oil produced and delivered in the 
Cook Inlet area for the 12-month period ending on March 31, 2006, as determined by the 
department under AS 43.55.020 (f).
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(l) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(m) Notwithstanding any contrary provision of AS 38.05.180 (i), AS 41.09.010 , AS 
43.55.024 , or 43.55.025, the department shall provide by regulation a method to ensure 
that, for a calendar year for which a producer's tax liability is limited by (j), (k), or (o) of 
this section, tax credits otherwise available under AS 38.05.180 (i), AS 41.09.010, AS 
43.55.024 , or 43.55.025 and allocated to gas subject to the limitations in (j), (k), and (o) 
of this section are accounted for as though the credits had been applied first against a tax 
liability calculated without regard to the limitations under (j), (k), and (o) of this section 
so as to reduce the tax liability to the maximum amount provided for under (j) or (o) of 
this section for the production of gas or (k) of this section for the production of oil. The 
regulation must provide for a reasonable method to allocate tax credits to gas subject to 
(j) and (o) of this section. Only the amount of a tax credit remaining after the accounting 
provided for under this subsection may be used for a later calendar year, transferred to 
another person, or applied against a tax levied on the production of oil or gas not subject 
to (j), (k), or (o) of this section to the extent otherwise allowed.

(n) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(o) Notwithstanding other provisions of this section, for a calendar year before 2022, 
the tax levied under (e) of this section for each 1,000 cubic feet of gas for gas produced 
from a lease or property outside the Cook Inlet sedimentary basin and used in the state 
may not exceed the amount of tax for each 1,000 cubic feet of gas that is determined 
under (j)(2) of this section.

Sec. 43.55.012. Adjustment in tax rates. [Repealed, Sec. 34 ch 2 TSSLA 2006].

Repealed or Renumbered

Sec. 43.55.013. Economic limit factor. [Repealed, Sec. 34 ch 2 TSSLA 2006].

Repealed or Renumbered

Sec. 43.55.015. Tax per barrel of oil. [Repealed, Sec. 9 ch 136 SLA 1977].

Repealed or Renumbered

Sec. 43.55.016. Gas production tax. [Repealed, Sec. 34 ch 2 TSSLA 2006].

Repealed or Renumbered

Sec. 43.55.017. Relation to other taxes.

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4355011!27]/doc/{@17499}? (4 of 25) [2/11/2008 11:34:16 AM]



DOC Frame Page

(a) Except as provided in this chapter, the taxes imposed by this chapter are in place 
of all taxes now imposed by the state or any of its municipalities, and neither the state nor 
a municipality may impose a tax on

(1) producing oil or gas leases;

(2) oil or gas produced or extracted in the state;

(3) the value of intangible drilling and development costs, as described in 26 U.S.C. 
263(c) (Internal Revenue Code), as amended through January 1, 1974.

(b) The taxes imposed by this chapter are in place of all taxes imposed by a 
municipality upon oil or gas in place or nonproducing oil or gas leases or properties.

(c) The taxes imposed by this chapter are not in place of the tax imposed by income 
taxes, franchise taxes, or taxes upon the retail sale of oil or gas products.

Sec. 43.55.018. Credit against tax. [Repealed, Sec. 18 ch 116 SLA 1981].

Repealed or Renumbered

Sec. 43.55.019. Oil or gas producer education credit.

(a) For cash contributions accepted for direct instruction, research, and educational 
support purposes, including library and museum acquisitions, and contributions to 
endowment, by an Alaska university foundation or by a nonprofit, public or private, 
Alaska two-year or four-year college accredited by a regional accreditation association, a 
producer of oil or gas is allowed as a credit against the tax due under this chapter

(1) 50 percent of contributions of not more than $100,000; and

(2) 100 percent of the next $100,000 of contributions.

(b) [Repealed, Sec. 12 ch 71 SLA 1991]. 

(c) Each public college and university shall include in its annual operating budget 
request contributions received and how the contributions were used.

(d) A contribution claimed as a credit under this section may not

(1) be claimed as a credit under another provision of this title; and
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(2) when combined with credits taken during the taxpayer's tax year under AS 
21.89.070 , 21.89.075, AS 43.20.014 , AS 43.56.018 , AS 43.65.018, AS 43.75.018 , or 
AS 43.77.045 , exceed $150,000.

(e) The department may, by regulation, establish procedures by which a taxpayer 
may allocate a pro rata share of a credit claimed under this section against monthly tax 
payments made during the tax year.

Sec. 43.55.020. Payment of tax.

(a) For a calendar year, a producer subject to tax under AS 43.55.011(e) - (i) shall 
pay the tax as follows:

(1) an installment payment of the estimated tax levied by AS 43.55.011(e), net of 
any tax credits applied as allowed by law, is due for each month of the calendar year on 
the last day of the following month; except as otherwise provided under (2) of this 
subsection, the amount of the installment payment is the sum of the following amounts, 
less 1/12 of the tax credits that are allowed by law to be applied against the tax levied by 
AS 43.55.011 (e) for the calendar year, but the amount of the installment payment may 
not be less than zero:

(A) for oil and gas produced from leases or properties in the state outside the Cook 
Inlet sedimentary basin but not subject to AS 43.55.011(o), other than leases or properties 
subject to AS 43.55.011(f), the greater of

(i) zero; or

(ii) the sum of 25 percent and the tax rate calculated for the month under AS 
43.55.011 (g) multiplied by the remainder obtained by subtracting 1/12 of the producer's 
adjusted lease expenditures for the calendar year of production under AS 43.55.165 and 
43.55.170 that are deductible for the leases or properties under AS 43.55.160 from the 
gross value at the point of production of the oil and gas produced from the leases or 
properties during the month for which the installment payment is calculated;

(B) for oil and gas produced from leases or properties subject to AS 43.55.011(f), 
the greatest of

(i) zero;

(ii) zero percent, one percent, two percent, three percent, or four percent, as 
applicable, of the gross value at the point of production of the oil and gas produced from 
all leases or properties during the month for which the installment payment is calculated; 
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or

(iii) the sum of 25 percent and the tax rate calculated for the month under AS 
43.55.011 (g) multiplied by the remainder obtained by subtracting 1/12 of the producer's 
adjusted lease expenditures for the calendar year of production under AS 43.55.165 and 
43.55.170 that are deductible for those leases or properties under AS 43.55.160 from the 
gross value at the point of production of the oil and gas produced from those leases or 
properties during the month for which the installment payment is calculated;

(C) for oil and gas produced from each lease or property subject to AS 43.55.011 (j), 
(k), or (o), the greater of

(i) zero; or

(ii) the sum of 25 percent and the tax rate calculated for the month under AS 
43.55.011 (g) multiplied by the remainder obtained by subtracting 1/12 of the producer's 
adjusted lease expenditures for the calendar year of production under AS 43.55.165 and 
43.55.170 that are deductible under AS 43.55.160 for oil or gas, respectively, produced 
from the lease or property from the gross value at the point of production of the oil or gas, 
respectively, produced from the lease or property during the month for which the 
installment payment is calculated;

(2) an amount calculated under (1)(C) of this subsection for oil or gas produced 
from a lease or property subject to AS 43.55.011 (j), (k), or (o) may not exceed the 
product obtained by carrying out the calculation set out in AS 43.55.011 (j)(1) or (2) or 
43.55.011(o), as applicable, for gas or set out in AS 43.55.011 (k)(1) or (2), as applicable, 
for oil, but substituting in AS 43.55.011 (j)(1)(A) or (2)(A) or 43.55.011(o), as applicable, 
the amount of taxable gas produced during the month for the amount of taxable gas 
produced during the calendar year and substituting in AS 43.55.011 (k)(1)(A) or (2)(A), 
as applicable, the amount of taxable oil produced during the month for the amount of 
taxable oil produced during the calendar year;

(3) an installment payment of the estimated tax levied by AS 43.55.011(i) for each 
lease or property is due for each month of the calendar year on the last day of the 
following month; the amount of the installment payment is the sum of

(A) the applicable tax rate for oil provided under AS 43.55.011 (i), multiplied by the 
gross value at the point of production of the oil taxable under AS 43.55.011 (i) and 
produced from the lease or property during the month; and

(B) the applicable tax rate for gas provided under AS 43.55.011 (i), multiplied by 
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the gross value at the point of production of the gas taxable under AS 43.55.011 (i) and 
produced from the lease or property during the month;

(4) any amount of tax levied by AS 43.55.011 (e) or (i), net of any credits applied as 
allowed by law, that exceeds the total of the amounts due as installment payments of 
estimated tax is due on March 31 of the year following the calendar year of production.

(b) The production tax on oil and gas shall be paid to the department by or on behalf 
of the producer.

(c) [Repealed, Sec. 7 ch 101 SLA 1972].

(d) In making settlement with the royalty owner for oil and gas that is taxable under 
AS 43.55.011 , the producer may deduct the amount of the tax paid on taxable royalty oil 
and gas, or may deduct taxable royalty oil or gas equivalent in value at the time the tax 
becomes due to the amount of the tax paid. If the total deductions of installment payments 
of estimated tax for a calendar year exceed the actual tax for that calendar year, the 
producer shall, before April 1 of the following year, refund the excess to the royalty 
owner. Unless otherwise agreed between the producer and the royalty owner, the amount 
of the tax paid under AS 43.55.011 (e) - (g) on taxable royalty oil and gas for a calendar 
year, other than oil and gas the ownership or right to which constitutes a landowner's 
royalty interest, is considered to be the gross value at the point of production of the 
taxable royalty oil and gas produced during the calendar year multiplied by a figure that is 
a quotient, in which

(1) the numerator is the producer's total tax liability under AS 43.55.011(e) - (g) for 
the calendar year of production; and

(2) the denominator is the total gross value at the point of production of the oil and 
gas taxable under AS 43.55.011 (e) - (g) produced by the producer from all leases and 
properties in the state during the calendar year.

(e) Gas flared, released, or allowed to escape in excess of the amount authorized by 
the Alaska Oil and Gas Conservation Commission is considered, for the purpose of AS 
43.55.011 - 43.55.180, as gas produced from a lease or property. Oil or gas used in the 
operation of a lease or property in the state in drilling for or producing oil or gas, or for 
repressuring, except to the extent determined by the Alaska Oil and Gas Conservation 
Commission to be waste, is not considered, for the purpose of AS 43.55.011 - 43.55.180, 
as oil or gas produced from a lease or property.

(f) If oil or gas is produced but not sold, or if oil or gas is produced and sold under 
circumstances where the sale price does not represent the prevailing value for oil or gas of 
like kind, character, or quality in the field or area from which the product is produced, the 
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department may require the tax to be paid upon the basis of the value of oil or gas of the 
same kind, quality, and character prevailing for that field or area during the calendar 
month of production or sale.

(g) Notwithstanding any contrary provision of AS 43.05.225 , an unpaid amount of 
an installment payment required under (a)(1) - (3) of this section that is not paid when due 
bears interest (1) at the rate provided for an underpayment under 26 U.S.C. 6621 (Internal 
Revenue Code), as amended, compounded daily, from the date the installment payment is 
due until March 31 following the calendar year of production, and (2) as provided for a 
delinquent tax under AS 43.05.225 after that March 31. Interest accrued under (1) of this 
subsection that remains unpaid after that March 31 is treated as an addition to tax that 
bears interest under (2) of this subsection. An unpaid amount of tax due under (a)(4) of 
this section that is not paid when due bears interest as provided for a delinquent tax under 
AS 43.05.225 .

(h) Notwithstanding any contrary provision of AS 43.05.280 ,

(1) an overpayment of an installment payment required under (a)(1) - (3) of this 
section bears interest at the rate provided for an overpayment under 26 U.S.C. 6621 
(Internal Revenue Code), as amended, compounded daily, from the later of the date the 
installment payment is due or the date the overpayment is made, until the earlier of

(A) the date it is refunded or is applied to an underpayment; or

(B) March 31 following the calendar year of production;

(2) except as provided under (1) of this subsection, interest with respect to an 
overpayment is allowed only on any net overpayment of the payments required under (a) 
of this section that remains after the later of March 31 following the calendar year of 
production or the date that the statement required under AS 43.55.030 (a) is filed;

(3) interest is allowed under (2) of this subsection only from a date that is 90 days 
after the later of March 31 following the calendar year of production or the date that the 
statement required under AS 43.55.030(a) is filed; interest is not allowed if the 
overpayment was refunded within the 90-day period;

(4) interest under (2) and (3) of this subsection is paid at the rate and in the manner 
provided in AS 43.05.225 (1).

Sec. 43.55.021. Alaska veterans' memorial endowment fund contribution credit. 
[Repealed, Sec. 25 ch 46 SLA 2002].

Repealed or Renumbered
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Sec. 43.55.023. Tax credits for certain losses and expenditures.

(a) A producer or explorer may take a tax credit for a qualified capital expenditure 
as follows:

(1) notwithstanding that a qualified capital expenditure may be a deductible lease 
expenditure for purposes of calculating the production tax value of oil and gas under AS 
43.55.160 (a), unless a credit for that expenditure is taken under AS 38.05.180 (i), AS 
41.09.010 , AS 43.20.043, or AS 43.55.025 , a producer or explorer that incurs a qualified 
capital expenditure may also elect to apply a tax credit against a tax levied by AS 
43.55.011 (e) in the amount of 20 percent of that expenditure; however, not more than 
half of the tax credit may be applied for a single calendar year;

(2) a producer or explorer may take a credit for a qualified capital expenditure 
incurred in connection with geological or geophysical exploration or in connection with 
an exploration well only if the producer or explorer

(A) agrees, in writing, to the applicable provisions of AS 43.55.025(f)(2);

(B) submits to the Department of Natural Resources all data that would be required 
to be submitted under AS 43.55.025 (f)(2).

(b) A producer or explorer may elect to take a tax credit in the amount of 25 percent 
of a carried-forward annual loss. A credit under this subsection may be applied against a 
tax levied by AS 43.55.011 (e). For purposes of this subsection, a carried-forward annual 
loss is the amount of a producer's or explorer's adjusted lease expenditures under AS 
43.55.165 and 43.55.170 for a previous calendar year that was not deductible in 
calculating production tax values for that calendar year under AS 43.55.160 .

(c) A credit or portion of a credit under this section may not be used to reduce a 
person's tax liability under AS 43.55.011 (e) for any calendar year below zero, and any 
unused credit or portion of a credit not used under this subsection may be applied in a 
later calendar year.

(d) Except as limited by (i) of this section, a person that is entitled to take a tax 
credit under this section that wishes to transfer the unused credit to another person or 
obtain a cash payment under AS 43.55.028 may apply to the department for transferable 
tax credit certificates. An application under this subsection must be in a form prescribed 
by the department and must include supporting information and documentation that the 
department reasonably requires. The department shall grant or deny an application, or 
grant an application as to a lesser amount than that claimed and deny it as to the excess, 
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not later than 120 days after the latest of (1) March 31 of the year following the calendar 
year in which the qualified capital expenditure or carried-forward annual loss for which 
the credit is claimed was incurred; (2) the date the statement required under AS 43.55.030
(a) or (e) was filed for the calendar year in which the qualified capital expenditure or 
carried-forward annual loss for which the credit is claimed was incurred; or (3) the date 
the application was received by the department. If, based on the information then 
available to it, the department is reasonably satisfied that the applicant is entitled to a 
credit, the department shall issue the applicant two transferable tax credit certificates, 
each for half of the amount of the credit. The credit shown on one of the two certificates 
is available for immediate use. The credit shown on the second of the two certificates may 
not be applied against a tax for a calendar year earlier than the calendar year following the 
calendar year in which the certificate is issued, and the certificate must contain a 
conspicuous statement to that effect. A certificate issued under this subsection does not 
expire.

(e) A person to which a transferable tax credit certificate is issued under (d) of this 
section may transfer the certificate to another person, and a transferee may further transfer 
the certificate. Subject to the limitations set out in (a) - (d) of this section, and 
notwithstanding any action the department may take with respect to the applicant under 
(g) of this section, the owner of a certificate may apply the credit or a portion of the credit 
shown on the certificate only against a tax levied by AS 43.55.011 (e). However, a credit 
shown on a transferable tax credit certificate may not be applied to reduce a transferee's 
total tax liability under AS 43.55.011 (e) for oil and gas produced during a calendar year 
to less than 80 percent of the tax that would otherwise be due without applying that credit. 
Any portion of a credit not used under this subsection may be applied in a later period.

(f) [Repealed, Sec. 67 ch 1 SSSLA 2007]. 

(g) The issuance of a transferable tax credit certificate under (d) of this section or the 
purchase of a certificate under AS 43.55.028 does not limit the department's ability to 
later audit a tax credit claim to which the certificate relates or to adjust the claim if the 
department determines, as a result of the audit, that the applicant was not entitled to the 
amount of the credit for which the certificate was issued. The tax liability of the applicant 
under AS 43.55.011 (e) and 43.55.017 - 43.55.180 is increased by the amount of the 
credit that exceeds that to which the applicant was entitled, or the applicant's available 
valid outstanding credits applicable against the tax levied by AS 43.55.011 (e) are 
reduced by that amount. If the applicant's tax liability is increased under this subsection, 
the increase bears interest under AS 43.05.225 from the date the transferable tax credit 
certificate was issued. For purposes of this subsection, an applicant that is an explorer is 
considered a producer subject to the tax levied by AS 43.55.011 (e).

(h) Regulations adopted to implement this section must include provisions 
prescribing reporting, record keeping, and certification procedures and requirements to 
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verify the accuracy of credits claimed and to ensure that a credit is not used more than 
once.

(i) For the purposes of this section,

(1) a producer's or explorer's transitional investment expenditures are the sum of the 
expenditures the producer or explorer incurred after March 31, 2001, and before April 1, 
2006, that would be qualified capital expenditures if they were incurred after March 31, 
2006, less the sum of the payments or credits the producer or explorer received before 
April 1, 2006, for the sale or other transfer of assets, including geological, geophysical, or 
well data or interpretations, acquired by the producer or explorer as a result of 
expenditures the producer or explorer incurred before April 1, 2006, that would be 
qualified capital expenditures, if they were incurred after March 31, 2006;

(2) a producer or explorer that did not have commercial production of oil or gas 
from a lease or property in the state before January 1, 2008, may elect to take a tax credit 
against a tax levied by AS 43.55.011(e) in the amount of 20 percent of the producer's or 
explorer's transitional investment expenditures, but only to the extent that the amount 
does not exceed 1/10 of the producer's or explorer's qualified capital expenditures that 
were incurred after March 31, 2006, and before January 1, 2008;

(3) a producer or explorer may not take a tax credit for a transitional investment 
expenditure

(A) for any calendar year after 2013;

(B) more than once; or

(C) if a credit for that expenditure was taken under AS 38.05.180(i), AS 41.09.010 , 
AS 43.20.043 , or AS 43.55.025 ;

(4) notwithstanding (d), (e), and (g) of this section, a producer or explorer may not 
transfer a tax credit or obtain a transferable tax credit certificate for a transitional 
investment expenditure.

(j) As a condition of receiving a tax credit under this section, a producer or explorer 
that obtains the tax credit for or directly related to a pipeline, facility, or other asset that is 
or becomes subject to regulation by the Federal Energy Regulatory Commission, the 
Regulatory Commission of Alaska, or a successor regulatory body shall at all times 
support and in all rate proceedings file to flow through 100 percent of the tax credits to 
ratepayers as a reduction in the costs of service for the pipeline, facility, or other asset.

(k) An entity that is exempt from taxation under this chapter may not apply for a 
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transferable tax credit certificate.

(l) In this section, "qualified capital expenditure"

(1) means, except as otherwise provided in (2) of this subsection, an expenditure 
that is a lease expenditure under AS 43.55.165 and is

(A) incurred for geological or geophysical exploration; or

(B) treated as a capitalized expenditure under 26 U.S.C. (Internal Revenue Code), as 
amended, regardless of elections made under 26 U.S.C. 263(c) (Internal Revenue Code), 
as amended, and is

(i) treated as a capitalized expenditure for federal income tax reporting purposes by 
the person incurring the expenditure; or

(ii) eligible to be deducted as an expense under 26 U.S.C. 263(c) Internal Revenue 
Code), as amended;

(2) does not include an expenditure incurred to acquire an asset (A) the cost of 
previously acquiring which was a lease expenditure under AS 43.55.165 or would have 
been a lease expenditure under AS 43.55.165 if it had been incurred after March 31, 
2006; for purposes of this subparagraph, "asset" includes geological, geophysical, and 
well data and interpretations; or (B) that has previously been placed in service in the state; 
an expenditure to acquire an asset is not excluded under this paragraph if not more than 
an immaterial portion of the asset meets a description under this paragraph.

Sec. 43.55.024. Additional nontransferable tax credits.

(a) For a calendar year for which a producer's tax liability under AS 43.55.011 (e) 
on oil and gas produced from leases or properties outside the Cook Inlet sedimentary 
basin, no part of which is north of 68 degrees North latitude, exceeds zero before 
application of any credits under this chapter, a producer that is qualified under (e) of this 
section may apply a tax credit against that liability of not more than $6,000,000.

(b) A producer may not take a tax credit under (a) of this section for any calendar 
year after the later of

(1) 2016; or

(2) the ninth calendar year after the calendar year during which the producer first 
has commercial oil or gas production before May 1, 2016, from at least one lease or 
property in the state outside the Cook Inlet sedimentary basin, no part of which is north of 
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68 degrees North latitude, if the producer did not have commercial oil or gas production 
from a lease or property in the state outside the Cook Inlet sedimentary basin, no part of 
which is north of 68 degrees North latitude, before April 1, 2006.

(c) For a calendar year for which a producer's tax liability under AS 43.55.011 (e) 
exceeds zero before application of any credits under this chapter, other than a credit under 
(a) of this section but after application of any credit under (a) of this section, a producer 
that is qualified under (e) of this section and whose average amount of oil and gas 
produced a day and taxable under AS 43.55.011 (e) is less than 100,000 BTU equivalent 
barrels a day may apply a tax credit under this subsection against that liability. A 
producer whose average amount of oil and gas produced a day and taxable under AS 
43.55.011 (e) is

(1) not more than 50,000 BTU equivalent barrels may apply a tax credit of not more 
than $12,000,000 for the calendar year;

(2) more than 50,000 and less than 100,000 BTU equivalent barrels may apply a tax 
credit of not more than $12,000,000 multiplied by the following fraction for the calendar 
year:

1 &minus; [2 X (AP &minus; 50,000)] &divide; 100,000

where AP = the average amount of oil and gas taxable under AS 43.55.011(e), produced a 
day during the calendar year in BTU equivalent barrels.

(d) A producer may not take a tax credit under (c) of this section for any calendar 
year after the later of

(1) 2016; or

(2) if the producer did not have commercial oil or gas production from a lease or 
property in the state before April 1, 2006, the ninth calendar year after the calendar year 
during which the producer first has commercial oil or gas production before May 1, 2016, 
from at least one lease or property in the state.

(e) On written application by a producer that includes any information the 
department may require, the department shall determine whether the producer qualifies 
for a calendar year under this section. To qualify under this section, a producer must 
demonstrate that its operation in the state or its ownership of an interest in a lease or 
property in the state as a distinct producer would not result in the division among multiple 
producer entities of any production tax liability under AS 43.55.011 (e) that reasonably 
would be expected to be attributed to a single producer if the tax credit provisions of (a) 
or (c) of this section did not exist.
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(f) A tax credit authorized by (a) of this section may not be applied to reduce a 
producer's tax liability for any calendar year under AS 43.55.011 (e) on oil and gas 
produced from leases or properties outside the Cook Inlet sedimentary basin, no part of 
which is north of 68 degrees North latitude, below zero.

(g) A tax credit authorized by (c) of this section may not be applied to reduce a 
producer's tax liability for any calendar year under AS 43.55.011 (e) below zero.

(h) An unused tax credit or portion of a tax credit under this section is not 
transferable and may not be carried forward for use in a later calendar year.

Sec. 43.55.025. Alternative tax credit for oil and gas exploration.

(a) Subject to the terms and conditions of this section, a credit against the production 
tax due under AS 43.55.011 (e) or (f) is allowed for exploration expenditures that qualify 
under (b) of this section in an amount equal to one of the following:

(1) 20 percent of the total exploration expenditures that qualify only under (b) and 
(c) of this section;

(2) 20 percent of the total exploration expenditures for work performed before July 
1, 2007, and that qualify only under (b) and (d) of this section;

(3) 40 percent of the total exploration expenditures that qualify under (b), (c), and 
(d) of this section; or

(4) 40 percent of the total exploration expenditures that qualify only under (b) and 
(e) of this section.

(b) To qualify for the production tax credit under (a) of this section, an exploration 
expenditure must be incurred for work performed on or after July 1, 2003, and before July 
1, 2016, except that an exploration expenditure for a Cook Inlet prospect must be incurred 
for work performed on or after July 1, 2005, and

(1) may be for seismic or geophysical exploration costs not connected with a 
specific well;

(2) if for an exploration well,

(A) must be incurred by an explorer that holds an interest in the exploration well for 
which the production tax credit is claimed;
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(B) may be for either an oil or gas discovery well or a dry hole; and

(C) must be for goods, services, or rentals of personal property reasonably required 
for the surface preparation, drilling, casing, cementing, and logging of an exploration 
well, and, in the case of a dry hole, for the expenses required for abandonment if the well 
is abandoned within 18 months after the date the well was spudded;

(3) may not be for testing, stimulation, or completion costs; administration, 
supervision, engineering, or lease operating costs; geological or management costs; 
community relations or environmental costs; bonuses, taxes, or other payments to 
governments related to the well; or other costs that are generally recognized as indirect 
costs or financing costs; and

(4) may not be incurred for an exploration well or seismic exploration that is 
included in a plan of exploration or a plan of development for any unit on May 13, 2003.

(c) To be eligible for the 20 percent production tax credit authorized by (a)(1) of this 
section or the 40 percent production tax credit authorized by (a)(3) of this section, 
exploration expenditures must

(1) qualify under (b) of this section; and

(2) be for an exploration well, subject to the following:

(A) for an exploration well other than a well that is described in (B) of this 
paragraph, the well must be located and drilled in such a manner that the bottom hole is 
located not less than three miles away from the bottom hole of a preexisting suspended, 
completed, or abandoned oil or gas well; in this subparagraph, "preexisting" means a well 
that was spudded more than 150 days but less than 35 years before the exploration well 
was spudded;

(B) for an exploration well that explores a Cook Inlet prospect, the well must be 
located at least three miles from any other well drilled for oil and gas with all distances 
measured as the horizontal distance between exploration targets, except that the 
exploration well that is located within three miles of a well drilled for oil and gas qualifies 
for the tax credit authorized by this subsection if the exploration well tests potential 
hydrocarbon traps that the commissioner of natural resources determines, after analyzing 
evidence submitted by the explorer and from other information that the commissioner of 
natural resources determines relevant, constitute a distinctly separate exploration target.

(d) To be eligible for the 20 percent production tax credit authorized by (a)(2) of this 
section or the 40 percent production tax credit authorized by (a)(3) of this section, an 
exploration expenditure must
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(1) qualify under (b) of this section; and

(2) be for an exploration well that is located not less than 25 miles outside of the 
outer boundary, as delineated on July 1, 2003, of any unit that is under a plan of 
development, except that for an exploration well for a Cook Inlet prospect to qualify 
under this paragraph, the exploration well must be located not less than 10 miles outside 
the outer boundary, as delineated on July 1, 2003, of any unit that is under a plan of 
development.

(e) To be eligible for the 40 percent production tax credit authorized by (a)(4) of this 
section, the exploration expenditure must

(1) qualify under (b) of this section;

(2) be for seismic exploration; and

(3) have been conducted outside the boundaries of a production unit or an 
exploration unit; however, the amount of the expenditure that is otherwise eligible under 
this subsection is reduced proportionately by the portion of the seismic exploration 
activity that crossed into a production unit or an exploration unit.

(f) For a production tax credit under this section,

(1) an explorer shall, in a form prescribed by the department and within six months 
of the completion of the exploration activity, claim the credit and submit information 
sufficient to demonstrate to the department's satisfaction that the claimed exploration 
expenditures qualify under this section;

(2) an explorer shall agree, in writing,

(A) to notify the Department of Natural Resources, within 30 days after completion 
of seismic or geophysical data processing, completion of a well, or filing of a claim for 
credit, whichever is the latest, for which exploration costs are claimed, of the date of 
completion and submit a report to that department describing the processing sequence and 
providing a list of data sets available; if, under (c)(2)(B) of this section, an explorer 
submits a claim for a credit for expenditures for an exploration well that is located within 
three miles of a well already drilled for oil and gas, in addition to the submissions 
required under (1) of this subsection, the explorer shall submit the information necessary 
for the commissioner of natural resources to evaluate the validity of the explorer's claim 
that the well is directed at a distinctly separate exploration target, and the commissioner 
of natural resources shall, upon receipt of all evidence sufficient for the commissioner to 
evaluate the explorer's claim, make that determination within 60 days;
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(B) to provide to the Department of Natural Resources, within 30 days after the date 
of a request, specific data sets, ancillary data, and reports identified in (A) of this 
paragraph;

(C) that, notwithstanding any provision of AS 38, information provided under this 
paragraph will be held confidential by the Department of Natural Resources for 10 years 
following the completion date, at which time that department will release the information 
after 30 days' public notice;

(3) if more than one explorer holds an interest in a well or seismic exploration, each 
explorer may claim an amount of credit that is proportional to the explorer's cost incurred;

(4) the department may exercise the full extent of its powers as though the explorer 
were a taxpayer under this title, in order to verify that the claimed expenditures are 
qualified exploration expenditures under this section; and

(5) if the department is satisfied that the explorer's claimed expenditures are 
qualified under this section, the department shall issue to the explorer a production tax 
credit certificate for the amount of credit to be allowed against production taxes due under 
AS 43.55.011(e) or (f).

(g) An explorer, other than an entity that is exempt from taxation under this chapter, 
may transfer, convey, or sell its production tax credit certificate to any person, and any 
person who receives a production tax credit certificate may also transfer, convey, or sell 
the certificate.

(h) A producer that purchases a production tax credit certificate may apply the 
credits against its production tax liability under AS 43.55.011 (e) or (f). Regardless of the 
price the producer paid for the certificate, the producer may receive a credit against its 
production tax liability for the full amount of the credit, but for not more than the amount 
for which the certificate is issued. A production tax credit allowed under this section may 
not be applied more than once.

(i) For a production tax credit under this section,

(1) the amount of the credit that may be applied against the production tax for each 
calendar year may not exceed the total production tax liability under AS 43.55.011 (e) or 
(f) of the taxpayer applying the credit for the same calendar year; and

(2) an amount of the production tax credit that is greater than the total tax liability 
under AS 43.55.011 (e) or (f) of the taxpayer applying the credit for a calendar year may 
be carried forward and applied against the taxpayer's production tax liability under AS 
43.55.011(e) or (f) in one or more immediately following calendar years.
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(j) Notwithstanding any other provision of this title, of AS 31.05, or of AS 
40.25.100 , the department shall provide to the Department of Natural Resources 
information submitted with a claim under this section to support the eligibility of an 
exploration expenditure, including seismic exploration data and well data, and any 
information described in (f)(2) of this section received by the department.

(k) In this section,

(1) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

(2) "Cook Inlet prospect" means a location within the Cook Inlet sedimentary basin, 
as that term is defined by regulation adopted to implement AS 38.05.180 (f)(4);

(3) [Repealed, Sec. 34 ch 2 TSSLA 2006]. 

Sec. 43.55.028. Oil and gas tax credit fund established; cash purchases of tax credit 
certificates.

(a) The oil and gas tax credit fund is established as a separate fund of the state. The 
purpose of the fund is to purchase certain transferable tax credit certificates issued under 
AS 43.55.023 and certain production tax credit certificates issued under AS 43.55.025 .

(b) The oil and gas tax credit fund consists of

(1) money appropriated to the fund, including any appropriation of the percentage 
provided under (c) of this section of all revenue from taxes levied by AS 43.55.011 that is 
not required to be deposited in the constitutional budget reserve fund established in art. 
IX, sec. 17(a), Constitution of the State of Alaska; and

(2) earnings on the fund.

(c) The applicable percentage for a fiscal year under (b)(1) of this section is 
determined with reference to the average price or value forecast by the department for 
Alaska North Slope oil sold or otherwise disposed of on the United States West Coast 
during the fiscal year for which the appropriation of revenue from taxes levied by AS 
43.55.011 is made. If that forecast is

(1) $60 a barrel or higher, the applicable percentage is 10 percent;

(2) less than $60 a barrel, the applicable percentage is 15 percent.
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(d) The department shall manage the fund.

(e) The department, on the written application of the person to whom a transferable 
tax credit certificate has been issued under AS 43.55.023(d) or a production tax credit 
certificate has been issued under AS 43.55.025 (f), may use available money in the oil 
and gas tax credit fund to purchase, in whole or in part, the certificate if the department 
finds that

(1) the calendar year of the purchase is not earlier than the first calendar year for 
which the credit shown on the certificate would otherwise be allowed to be applied 
against a tax;

(2) within 24 months after applying for the transferable tax credit certificate or filing 
a claim for the production tax credit certificate, the applicant incurred a qualified capital 
expenditure or was the successful bidder on a bid submitted for a lease on state land under 
AS 38.05.180 (f);

(3) the amount expended for the purchase would not exceed the total of qualified 
capital expenditures and successful bids described in (2) of this subsection that have not 
been the subject of a finding made under this paragraph for purposes of a previous 
purchase of a certificate;

(4) the applicant does not have an outstanding liability to the state for unpaid 
delinquent taxes under this title;

(5) the applicant's total tax liability under AS 43.55.011 (e), after application of all 
available tax credits, for the calendar year in which the application is made is zero;

(6) the applicant's average daily production of oil and gas taxable under AS 
43.55.011 (e) during the calendar year preceding the calendar year in which the 
application is made was not more than 50,000 BTU equivalent barrels; and

(7) the purchase is consistent with this section and regulations adopted under this 
section.

(f) Money in the fund remaining at the end of a fiscal year does not lapse and 
remains available for expenditure in successive fiscal years.

(g) The department may adopt regulations to carry out the purposes of this section, 
including standards and procedures to allocate available money among applications for 
purchases the total amount of which exceeds the amount of available money in the fund.

(h) Nothing in this section creates a dedicated fund.
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4355011!27]/doc/{@17499}? (20 of 25) [2/11/2008 11:34:16 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4355025']/doc/{@1}?firsthit


DOC Frame Page

(i) In this section, "qualified capital expenditure" has the meaning given in AS 
43.55.023 .

Sec. 43.55.030. Filing of statements.

(a) A producer that produces oil or gas from a lease or property in the state during a 
calendar year, whether or not any tax payment is due under AS 43.55.020 (a) for that oil 
or gas, shall file with the department on March 31 of the following year a statement, 
under oath, in a form prescribed by the department, giving, with other information 
required, the following:

(1) a description of each lease or property from which oil or gas was produced, by 
name, legal description, lease number, or accounting codes assigned by the department;

(2) the names of the producer and, if different, the person paying the tax, if any;

(3) the gross amount of oil and the gross amount of gas produced from each lease or 
property, and the percentage of the gross amount of oil and gas owned by the producer;

(4) the gross value at the point of production of the oil and of the gas produced from 
each lease or property owned by the producer and the costs of transportation of the oil and 
gas;

(5) the name of the first purchaser and the price received for the oil and for the gas, 
unless relieved from this requirement in whole or in part by the department;

(6) the producer's qualified capital expenditures, as defined in AS 43.55.023, other 
lease expenditures under AS 43.55.165 , and adjustments or other payments or credits 
under AS 43.55.170 ;

(7) the production tax values of the oil and gas under AS 43.55.160 ;

(8) any claims for tax credits to be applied; and

(9) calculations showing the amounts, if any, that were or are due under AS 
43.55.020 (a) and interest on any underpayment or overpayment.

(b) [Repealed, Sec. 11 ch 101 SLA 1972].

(c) [Repealed, Sec. 11 ch 101 SLA 1972].
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(d) Reports required under this section are delinquent the first day following the day 
the report is due. The person required to file the report is liable for a penalty, as 
determined by the department under standards adopted in regulation by the department, of 
not more than $1,000 for each day the person fails to file the report at the time required. 
The penalty is in addition to the penalties in AS 43.05.220 and 43.05.290 and is assessed, 
collected, and paid in the same manner as a tax deficiency under this title. In this 
subsection, "report" includes a statement.

(e) An explorer or producer that incurs a lease expenditure under AS 43.55.165 or 
receives a payment or credit under AS 43.55.170 during a calendar year but does not 
produce oil or gas from a lease or property in the state during the calendar year shall file 
with the department on March 31 of the following year a statement, under oath, in a form 
prescribed by the department, giving, with other information required, the following:

(1) the producer's qualified capital expenditures, as defined in AS 43.55.023, other 
lease expenditures under AS 43.55.165 , and adjustments or other payments or credits 
under AS 43.55.170 ; and

(2) if the explorer or producer receives a payment or credit under AS 43.55.170, 
calculations showing whether the explorer or producer is liable for a tax under AS 
43.55.160 (d) or 43.55.170(b) and, if so, the amount.

(f) The department may require a producer, an explorer, or an operator of a lease or 
property to file monthly reports, as applicable, of

(1) the amounts and gross value at the point of production of oil and gas produced;

(2) transportation costs of the oil and gas;

(3) any unscheduled interruption of, or reduction in the rate of, oil or gas production;

(4) lease expenditures and adjustments under AS 43.55.165 and 43.55.170;

(5) joint interest billings;

(6) contracts for the sale or transportation of oil or gas;

(7) information and calculations used in determining monthly installment payments 
of estimated tax under AS 43.55.020 (a); and

(8) other records and information the department considers necessary for the 
administration of this chapter.
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Sec. 43.55.040. Powers of Department of Revenue.

Except as provided in AS 43.05.405 - 43.05.499, the department may

(1) require a person engaged in production and the agent or employee of the person, 
and the purchaser of oil or gas, or the owner of a royalty interest in oil or gas to furnish, 
whether by the filing of regular statements or reports or otherwise, additional information 
that is considered by the department as necessary to compute the amount of the tax; 
notwithstanding any contrary provision of law, the disclosure of additional information 
under this paragraph to the producer obligated to pay the tax does not violate AS 
40.25.100 (a) or AS 43.05.230(a); before disclosing information under this paragraph that 
is otherwise required to be held confidential under AS 40.25.100 (a) or AS 43.05.230 (a), 
the department shall

(A) provide the person that furnished the information a reasonable opportunity to be 
heard regarding the proposed disclosure and the conditions to be imposed under (B) of 
this paragraph; and

(B) impose appropriate conditions limiting

(i) access to the information to those legal counsel, consultants, employees, officers, 
and agents of the producer who have a need to know that information for the purpose of 
determining or contesting the producer's tax obligation; and

(ii) the use of the information to use for that purpose;

(2) examine the books, records, and files of the person;

(3) conduct hearings and compel the attendance of witnesses and the production of 
books, records, and papers of any person;

(4) make an investigation or hold an inquiry that is considered necessary to a 
disclosure of the facts as to

(A) the amount of production from any oil or gas location, or of a company or other 
producer of oil or gas; and

(B) the rendition of the oil and gas for taxing purposes;

(5) require a producer, an explorer, or an operator of a lease or property to file 
reports and copies of records that the department considers necessary to forecast state 
revenue under this chapter; in the case of reports and copies of records relating to 
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proposed, expected, or approved unit expenditures for a unit for which one or more 
working interest owners other than the operator have authority to approve unit 
expenditures, the required reports and copies of records are limited to those reports or 
copies of records that constitute or disclose communications between the operator and the 
working interest owners relating to unit budget matters;

(6) require a producer that has an average total production in the state of more than 
100,000 barrels a day for a calendar year to report the gross value at the point of 
production of the producer's taxable oil and gas in the state for a calendar year and the 
total amount of lease expenditures in the state for that calendar year; and

(7) assess against a person required under this section to file a report, statement, or 
other document a penalty, as determined by the department under standards adopted in 
regulation by the department, of not more than $1,000 for each day the person fails to file 
the report, statement, or other document after notice by the department; the penalty is in 
addition to any penalties under AS 43.05.220 and 43.05.290 and is assessed, collected, 
and paid in the same manner as a tax deficiency under this title; the penalty shall bear 
interest at the rate specified under AS 43.05.225 (1).

Sec. 43.55.050. Incorrect returns.

The department may determine whether or not a return required by this chapter to be filed 
with it is correct. If a person makes an untrue or incorrect return of the gross production 
or the value of it, or fails or refuses to make a return, the department shall, under 
regulations adopted by it, determine the correct amount of gross production or the value 
of it, and compute the tax.

Sec. 43.55.060. Delinquency.

When the tax provided for in this chapter becomes delinquent, it bears interest as 
provided in AS 43.05.225 (1). If any person fails to make a report required by this 
chapter, within the time prescribed by law for the report, the department shall examine the 
books, records and files of the person to determine the amount and value of the 
production to compute the tax, and the department shall add to the tax the cost of the 
examination, together with any penalties accrued.

Sec. 43.55.070. Lien for tax. [Repealed, Sec. 4 ch 94 SLA 1976. For current law, see AS 
43.10.035 ].

Repealed or Renumbered

Sec. 43.55.075. Limitation on assessment and amended returns.
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(a) Except as provided in AS 43.05.260 (c), the amount of a tax imposed by this 
chapter must be assessed within six years after the return was filed.

(b) A decision of a regulatory agency, court, or other body with authority to resolve 
disputes that results in a retroactive change to a lease expenditure, to an adjustment to a 
lease expenditure, to costs of transportation, to sale price, to prevailing value, or to 
consideration of quality differentials relating to the commingling of oils has a 
corresponding effect, either an increase or decrease, as applicable, on the production tax 
value of oil or gas or the amount or availability of a tax credit as determined under this 
chapter. For purposes of this section, a change to a lease expenditure includes a change in 
the categorization of a lease expenditure as a qualified capital expenditure or as not a 
qualified capital expenditure. The producer shall

(1) within 60 days after the change, notify the department in writing; and

(2) within 120 days after the change, file amended returns covering all periods 
affected by the change, unless the department agrees otherwise or a stay is in place that 
affects the filing or payment, regardless of the pendency of appeals of the decision.

(c) If an alteration in or modification of a producer's federal income tax return or a 
recomputation of the producer's federal income tax or determination of deficiency occurs 
that affects the amount of a tax imposed on the producer under this chapter, the producer 
shall

(1) within 60 days after the final determination of the alteration, modification, 
recomputation, or deficiency, notify the department in writing; and

(2) within 120 days after the final determination of the alteration, modification, 
recomputation, or deficiency, file amended returns covering all affected periods.

(d) In this section,

(1) "qualified capital expenditure" has the meaning given in AS 43.55.023;

(2) "return" includes a report, a statement, and an amended return, report, or 
statement.

 
 
Title 43. REVENUE AND TAXATION 
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Sec. 43.55.165. Lease expenditures.

(a) Except as provided in (j) and (k) of this section, for purposes of this chapter, a 
producer's lease expenditures for a calendar year are

(1) costs, other than items listed in (e) of this section, that are

(A) incurred by the producer during the calendar year after March 31, 2006, to 
explore for, develop, or produce oil or gas deposits located within the producer's leases or 
properties in the state or, in the case of land in which the producer does not own an 
operating right, operating interest, or working interest, to explore for oil or gas deposits 
within other land in the state; and

(B) allowed by the department by regulation, based on the department's 
determination that the costs satisfy the following three requirements:

(i) the costs must be incurred upstream of the point of production of oil and gas;

(ii) the costs must be ordinary and necessary costs of exploring for, developing, or 
producing, as applicable, oil or gas deposits; and

(iii) the costs must be direct costs of exploring for, developing, or producing, as 
applicable, oil or gas deposits; and

(2) a reasonable allowance for that calendar year, as determined under regulations 
adopted by the department, for overhead expenses that are directly related to exploring 
for, developing, or producing, as applicable, the oil or gas deposits.

(b) For purposes of (a) of this section,

(1) direct costs include

(A) an expenditure, when incurred, to acquire an item if the acquisition cost is 
otherwise a direct cost, notwithstanding that the expenditure may be required to be 
capitalized rather than treated as an expense for financial accounting or federal income 
tax purposes;

(B) payments of or in lieu of property taxes, sales and use taxes, motor fuel taxes, 
and excise taxes;
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(2) an activity does not need to be physically located on, near, or within the 
premises of the lease or property within which an oil or gas deposit being explored for, 
developed, or produced is located in order for the cost of the activity to be a cost upstream 
of the point of production of the oil or gas;

(3) in determining whether costs are lease expenditures, the department may 
consider, among other factors, the

(A) typical industry practices and standards in the state that determine the costs, 
other than items listed in (e) of this section, that an operator is allowed to bill a producer 
that is not the operator, under unit operating agreements or similar operating agreements 
that were in effect before December 2, 2005, and were subject to negotiation with at least 
one producer with substantial bargaining power, other than the operator; and

(B) standards adopted by the Department of Natural Resources that determine the 
costs, other than items listed in (e) of this section, that a lessee is allowed to deduct from 
revenue in calculating net profits under a lease issued under AS 38.05.180 (f)(3)(B), (D), 
or (E).

(c) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(d) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(e) For purposes of this section, lease expenditures do not include

(1) depreciation, depletion, or amortization;

(2) oil or gas royalty payments, production payments, lease profit shares, or other 
payments or distributions of a share of oil or gas production, profit, or revenue, except 
that a producer's lease expenditures applicable to oil and gas produced from a lease issued 
under AS 38.05.180 (f)(3)(B), (D), or (E) include the share of net profit paid to the state 
under that lease;

(3) taxes based on or measured by net income;

(4) interest or other financing charges or costs of raising equity or debt capital;

(5) acquisition costs for a lease or property or exploration license;

(6) costs arising from fraud, wilful misconduct, gross negligence, violation of law, 
or failure to comply with an obligation under a lease, permit, or license issued by the state 
or federal government;
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(7) fines or penalties imposed by law;

(8) costs of arbitration, litigation, or other dispute resolution activities that involve 
the state or concern the rights or obligations among owners of interests in, or rights to 
production from, one or more leases or properties or a unit;

(9) costs incurred in organizing a partnership, joint venture, or other business entity 
or arrangement;

(10) amounts paid to indemnify the state; the exclusion provided by this paragraph 
does not apply to the costs of obtaining insurance or a surety bond from a third-party 
insurer or surety;

(11) surcharges levied under AS 43.55.201 or 43.55.300;

(12) an expenditure otherwise deductible under (b) of this section that is a result of 
an internal transfer, a transaction with an affiliate, or a transaction between related parties, 
or is otherwise not an arm's length transaction, unless the producer establishes to the 
satisfaction of the department that the amount of the expenditure does not exceed the fair 
market value of the expenditure;

(13) an expenditure incurred to purchase an interest in any corporation, partnership, 
limited liability company, business trust, or any other business entity, whether or not the 
transaction is treated as an asset sale for federal income tax purposes;

(14) a tax levied under AS 43.55.011 ;

(15) costs incurred for dismantlement, removal, surrender, or abandonment of a 
facility, pipeline, well pad, platform, or other structure, or for the restoration of a lease, 
field, unit, area, tract of land, body of water, or right-of-way in conjunction with 
dismantlement, removal, surrender, or abandonment; a cost is not excluded under this 
paragraph if the dismantlement, removal, surrender, or abandonment for which the cost is 
incurred is undertaken for the purpose of replacing, renovating, or improving the facility, 
pipeline, well pad, platform, or other structure;

(16) costs incurred for containment, control, cleanup, or removal in connection with 
any unpermitted release of oil or a hazardous substance and any liability for damages 
imposed on the producer or explorer for that unpermitted release; this paragraph does not 
apply to the cost of developing and maintaining an oil discharge prevention and 
contingency plan under AS 46.04.030 ;

(17) costs incurred to satisfy a work commitment under an exploration license under 
AS 38.05.132 ;
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(18) that portion of expenditures, that would otherwise be qualified capital 
expenditures, as defined in AS 43.55.023 , incurred during a calendar year that are less 
than the product of $0.30 multiplied by the total taxable production from each lease or 
property, in BTU equivalent barrels, during that calendar year, except that, when a 
portion of a calendar year is subject to this provision, the expenditures and volumes shall 
be prorated within that calendar year;

(19) costs incurred for repair, replacement, or deferred maintenance of a facility, a 
pipeline, a structure, or equipment, other than a well, that results in or is undertaken in 
response to a failure, problem, or event that results in an unscheduled interruption of, or 
reduction in the rate of, oil or gas production; or costs incurred for repair, replacement, or 
deferred maintenance of a facility, a pipeline, a structure, or equipment, other than a well, 
that is undertaken in response to, or is otherwise associated with, an unpermitted release 
of a hazardous substance or of gas; however, costs under this paragraph that would 
otherwise constitute lease expenditures under (a) and (b) of this section may be treated as 
lease expenditures if the department determines that the repair or replacement is solely 
necessitated by an act of war, by an unanticipated grave natural disaster or other natural 
phenomenon of an exceptional, inevitable, and irresistible character, the effects of which 
could not have been prevented or avoided by the exercise of due care or foresight, or by 
an intentional or negligent act or omission of a third party, other than a party or its agents 
in privity of contract with, or employed by, the producer or an operator acting for the 
producer, but only if the producer or operator, as applicable, exercised due care in 
operating and maintaining the facility, pipeline, structure, or equipment, and took 
reasonable precautions against the act or omission of the third party and against the 
consequences of the act or omission; in this paragraph,

(A) "costs incurred for repair, replacement, or deferred maintenance of a facility, a 
pipeline, a structure, or equipment" includes costs to dismantle and remove the facility, 
pipeline, structure, or equipment that is being replaced;

(B) "hazardous substance" has the meaning given in AS 46.03.826 ;

(C) "replacement" includes renovation or improvement;

(20) costs incurred to construct, acquire, or operate a refinery or crude oil topping 
plant, regardless of whether the products of the refinery or topping plant are used in oil or 
gas exploration, development, or production operations; however, if a producer owns a 
refinery or crude oil topping plant that is located on or near the premises of the producer's 
lease or property in the state and that processes the producer's oil produced from that 
lease or property into a product that the producer uses in the operation of the lease or 
property in drilling for or producing oil or gas, the producer's lease expenditures include 
the amount calculated by subtracting from the fair market value of the product used the 
prevailing value, as determined under AS 43.55.020 (f), of the oil that is processed;
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(21) costs of lobbying, public relations, public relations advertising, or policy 
advocacy.

(f) For purposes of AS 43.55.023 (a) and (b) and only as to expenditures incurred to 
explore for an oil or gas deposit located within land in which an explorer does not own a 
working interest, the term "producer" in this section includes "explorer."

(g) The department shall specify or approve a reasonable allocation method for 
determining the portion of a cost that is appropriately treated as a lease expenditure under 
this section if a cost that would otherwise constitute a lease expenditure under this section 
is incurred to explore for, develop, or produce

(1) both an oil or gas deposit located within land outside the state and an oil or gas 
deposit located within a lease or property, or other land, in the state; or

(2) an oil or gas deposit located partly within land outside the state and partly within 
a lease or property, or other land, in the state.

(h) The department shall adopt regulations that provide for reasonable methods of 
allocating costs between oil and gas, between gas subject to AS 43.55.011 (o) and other 
gas, and between leases or properties in those circumstances where an allocation of costs 
is required to determine lease expenditures that are costs of exploring for, developing, or 
producing oil deposits or costs of exploring for, developing, or producing gas deposits, or 
that are costs of exploring for, developing, or producing oil or gas deposits located within 
different leases or properties.

(i) The department may adopt regulations that establish additional standards 
necessary to carrying out the purposes of this section and AS 43.55.170 , including the 
incorporation of the concepts of 26 U.S.C. 482 (Internal Revenue Code), as amended, the 
related or accompanying regulations of that provision, and any ruling or guidance issued 
by the United States Internal Revenue Service that relates to that provision.

(j) For purposes of AS 43.55.160 , for a calendar year after 2006 and before 2010, a 
producer's total lease expenditures, before adjustment under AS 43.55.170 , that are 
applicable to oil and gas produced by the producer from all leases or properties from 
which 1,000,000,000 BTU equivalent barrels of oil or gas have been cumulatively 
produced by the close of 2006 and from which the average daily oil and gas production 
during 2006 exceeded 100,000 BTU equivalent barrels as the unit boundaries were 
defined on January 1, 2007, are determined under this subsection and (k) of this section. 
Except as otherwise provided under (k) of this section, the producer's total lease 
expenditures, other than qualified capital expenditures, (1) for calendar year 2007, are 
equal to the product of 1.37 multiplied by the total lease expenditures for calendar year 
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2006, other than qualified capital expenditures, that are applicable to oil and gas produced 
by the producer from all leases or properties within the unit, as reported on the producer's 
statement under AS 43.55.030 (a) for calendar year 2006, and (2) for a calendar year after 
2007, are equal to the product of 1.03 multiplied by the total lease expenditures, other 
than qualified capital expenditures, determined for the previous calendar year under this 
subsection. The producer's total lease expenditures for a calendar year after 2006 that are 
applicable to oil and gas produced by the producer from all leases or properties within a 
unit subject to this subsection are the sum of the producer's qualified capital expenditures 
incurred during the calendar year that are applicable to that oil and gas plus the lease 
expenditures, other than qualified capital expenditures, that are applicable to that oil and 
gas as determined under this subsection and (k) of this section. If a producer whose lease 
expenditures for 2006 are used to determine lease expenditures for a later calendar year 
under this subsection transfers an interest in an affected lease or property to a different 
producer or if the unit area of the applicable unit is changed from the area as it existed on 
December 31, 2006, the transferee's lease expenditures applicable to oil and gas produced 
by the transferee from the lease or property and a producer's lease expenditures applicable 
to oil or gas produced from a lease or property within a unit area as it existed on 
December 31, 2006, continue to be determined under this subsection using those 2006 
lease expenditures. In this subsection, "qualified capital expenditures" has the meaning 
given in AS 43.55.023 .

(k) If, after audit by the department of a producer's statement or amended statement 
under AS 43.55.030 (a) for calendar year 2006, the department finally determines that the 
reported amount of total lease expenditures, other than qualified capital expenditures, for 
calendar year 2006 applicable to oil and gas produced by the producer from all leases or 
properties within a unit subject to (j) of this section exceeds by more than 10 percent the 
actual amount of those lease expenditures, other than qualified capital expenditures, the 
producer or transferee, as applicable, shall (1) substitute the actual amount of those lease 
expenditures, other than qualified capital expenditures, for purposes of the calculations 
set out in (j) of this section, and (2) file amended statements for affected past tax periods 
within 60 days after the final determination. The commissioner may adjust the deduction 
applicable under (j) of this section on changes in unit boundaries.

(l) For purposes of this section,

(1) "explore" includes conducting geological or geophysical exploration, including 
drilling a stratigraphic test well;

(2) "ordinary and necessary" has the meaning given in 26 U.S.C. 162 (Internal 
Revenue Code), as amended, and regulations adopted under that section;

(3) "stratigraphic test well" means a well drilled for the sole purpose of obtaining 
geological information to aid in exploring for an oil or gas deposit and the target zones of 
which are located in the state.
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Sec. 43.55.170. Adjustments to lease expenditures.

(a) A producer's lease expenditures under AS 43.55.165 must be adjusted by 
subtracting payments or credits, other than tax credits, received by the producer or by an 
operator acting for the producer for

(1) the use by another person of a production facility in which the producer has an 
ownership interest or the management by the producer of a production facility under a 
management agreement providing for the producer to receive a management fee;

(2) a reimbursement or similar payment that offsets the producer's lease 
expenditures, including an insurance recovery from a third-party insurer and a payment 
from the state or federal government for reimbursement of the producer's upstream costs, 
including costs for gathering, separating, cleaning, dehydration, compressing, or other 
field handling associated with the production of oil or gas upstream of the point of 
production;

(3) the sale or other transfer of

(A) an asset, including geological, geophysical, or well data or interpretations, 
acquired by the producer as a result of a lease expenditure or an expenditure that would 
be a lease expenditure if it were incurred after March 31, 2006; for purposes of this 
subparagraph,

(i) if a producer removes from the state, for use outside the state, an asset described 
in this subparagraph, the value of the asset at the time it is removed is considered a 
payment received by the producer for sale or transfer of the asset;

(ii) for a transaction that is an internal transfer or is otherwise not an arm's length 
transaction, if the sale or transfer of the asset is made for less than fair market value, the 
amount subtracted must be the fair market value; and

(B) oil or gas

(i) that is not considered produced from a lease or property under AS 43.55.020 (e); 
and

(ii) the cost of acquiring which is a lease expenditure incurred by the person that 
acquires the oil or gas.

(b) Except as otherwise provided under this subsection, if one or more payments or 
credits subject to this section are received by a producer or by an operator acting for the 
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producer during a calendar year and if either the total amount of the payments or credits 
exceeds the amount of the producer's applicable lease expenditures for that calendar year 
or the producer has no lease expenditures for that calendar year, the producer shall 
nevertheless subtract those payments or credits from the lease expenditures or from zero, 
respectively, and the producer's applicable adjusted lease expenditures for that calendar 
year are a negative number and shall be applied to the pertinent calculation under AS 
43.55.160 (a) as a negative number.

(c) For purposes of AS 43.55.023 (a) and (b) and only as to expenditures incurred to 
explore for an oil or gas deposit located within land in which an explorer does not own a 
working interest, the term "producer" in this section includes "explorer."

Sec. 43.55.180. Required report.

(a) The department shall study

(1) the effects of the provisions of this chapter on oil and gas exploration, 
development, and production in the state, on investment expenditures for oil and gas 
exploration, development, and production in the state, on the entry of new producers into 
the oil and gas industry in the state, on state revenue, and on tax administration and 
compliance, giving particular attention to the tax rates provided under AS 43.55.011 , the 
tax credits provided under AS 43.55.023 - 43.55.025, and the deductions for and 
adjustments to lease expenditures provided under AS 43.55.160 - 43.55.170; and

(2) the effects of the tax rates under AS 43.55.011 (i) on state revenue and on oil and 
gas exploration, development, and production on private land, and the fairness of those 
tax rates for private landowners.

(b) The department shall prepare a report on or before the first day of the 2011 
regular session of the legislature on the results of the study made under (a) of this section, 
including recommendations as to whether any changes should be made to this chapter. 
The department shall notify the legislature that the report prepared under this subsection 
is available.

Article 02. CONSERVATION SURCHARGE ON OIL

Sec. 43.55.200. Surcharge levied. [Repealed, Sec. 43 ch 128 SLA 1994].

Repealed or Renumbered

Sec. 43.55.201. Surcharge levied.
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(a) Every producer of oil shall pay a surcharge of $.01 per barrel of oil produced 
from each lease or property in the state, less any oil the ownership or right to which is 
exempt from taxation.

(b) The surcharge imposed by (a) of this section is in addition to the tax imposed by 
AS 43.55.011 and is due on the last day of the month on oil produced from each lease or 
property during the preceding month. The surcharge is in addition to the surcharge 
imposed by AS 43.55.300 - 43.55.310. 

(c) A producer of oil shall make a report of production on March 31 of the year 
following the calendar year of production and in the same manner and under the same 
penalties as required under AS 43.55.011 - 43.55.180. 

(d) Oil not considered under AS 43.55.020 (e) to be produced from a lease or 
property is not considered to be produced from a lease or property for purposes of this 
section.

Sec. 43.55.210. Disposition of proceeds of surcharge. [Repealed, Sec. 43 ch 128 SLA 
1994].

Repealed or Renumbered

Sec. 43.55.211. Use of revenue derived from surcharge.

The legislature may appropriate the annual estimated balance of the account maintained 
under AS 37.05.142 for deposits into the general fund of the proceeds of the surcharge 
levied under AS 43.55.201 to the response account in the oil and hazardous substance 
release prevention and response fund established by AS 46.08.010 .

Sec. 43.55.220. Use of revenue derived from surcharge. [Repealed, Sec. 43 ch 128 SLA 
1994].

Repealed or Renumbered

Sec. 43.55.221. Suspension and reimposition of the surcharge.

(a) Not later than 30 days after the end of each calendar quarter, the commissioner 
of administration shall determine, as of the end of that quarter, the fiscal year's

(1) unreserved and unobligated balance in the response account of the oil and 
hazardous substance release prevention and response fund established in AS 46.08.010 ; 
for purposes of this paragraph, the "unreserved and unobligated balance in the response 
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account" means the cash balance of the account less the sum of

(A) reserves for outstanding appropriations from the account;

(B) encumbrances of money in the account; and

(C) other liabilities of the account;

(2) balance of the account maintained under AS 37.05.142 that accounts for the 
proceeds of the surcharge that are deposited in the general fund;

(3) the balance of the response mitigation account established by AS 46.08.025(b) 
that originated from the sources described in AS 46.08.025(a)(3) and that is available for 
appropriation to the response account of the fund established in AS 46.08.010 .

(b) Within 15 days after making the determinations required by (a) of this section, 
the commissioner of administration shall

(1) add the amounts determined under (a)(1) - (3) of this section; and

(2) report the sum calculated under (1) of this subsection to the commissioner of 
revenue.

(c) In making the determination required by (a) of this section, the commissioner of 
administration may not consider money described in (a) of this section that is subject to a 
dedication imposed by law that restricts the use of the money to a specific purpose for 
which the response account of the oil and hazardous substance release prevention and 
response fund established in AS 46.08.010 may not be lawfully expended.

(d) If the commissioner of administration reports that the sum reported under (b) of 
this section equals or exceeds $50,000,000, the commissioner of revenue shall suspend 
imposition and collection of the surcharge levied and collected under AS 43.55.201 . 
Suspension of the imposition and collection of the surcharge begins on the first day of the 
calendar quarter next following the commissioner's receipt of the commissioner of 
administration's report under (b) of this section. Before the first day of a suspension 
authorized by this subsection, the commissioner shall make a reasonable effort to notify 
all persons who are known to the department to be paying the surcharge under AS 
43.55.201 that the surcharge will be suspended.

(e) Except as provided in AS 43.55.231 , if the commissioner of administration 
reports that the sum reported under (b) of this section is less than $50,000,000, the 
commissioner of revenue shall require imposition and collection of the surcharge 
authorized under AS 43.55.201. If the surcharge is not in effect, reimposition of the 
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surcharge begins on the first day of the calendar quarter next following the 
commissioner's receipt of the commissioner of administration's report under (b) of this 
section. Before the first day of reimposition of the surcharge authorized by this 
subsection, the commissioner shall make a reasonable effort to notify all persons who are 
known to the department to be required to pay the surcharge under AS 43.55.201 that the 
surcharge will be reimposed.

Sec. 43.55.230. Suspension and reimposition of the surcharge. [Repealed, Sec. 43 ch 128 
SLA 1994].

Repealed or Renumbered

Sec. 43.55.231. Surcharge not imposed.

(a) The surcharge authorized by AS 43.55.201 is not levied during any fiscal year 
for which

(1) the legislature does not, during the regular or a special legislative session 
preceding the first day of the fiscal year, appropriate at least an amount equal to the 
amount determined under (b) of this section from the general fund to the response account 
in the oil and hazardous substance release prevention and response fund; or

(2) the legislature, during the regular or a special legislative session preceding the 
first day of the fiscal year, appropriates at least the amount of money equal to the amount 
determined under (b) of this section from the general fund to the response account in the 
oil and hazardous substance release prevention and response fund and that appropriation 
is vetoed or reduced by the governor.

(b) The amount of money required to be appropriated from the general fund to the 
response account in the oil and hazardous substance release prevention and response fund 
by (a) of this section is the amount, determined for the last day of the preceding fiscal 
year, that is the sum of the actual or estimated balance of

(1) the account maintained under AS 37.05.142 to account for all proceeds of the 
surcharge that are deposited into the general fund; and

(2) the portion of the balance of the response mitigation account established by AS 
46.08.025 (b) that originated from the recovery of money described in AS 46.08.025 (a)
(3).

Sec. 43.55.240. Surcharge not imposed. [Repealed, Sec. 43 ch 128 SLA 1994].

Repealed or Renumbered
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Sec. 43.55.299. Definitions.

In AS 43.55.201 - 43.55.299,

(1) "response account" means the oil and hazardous substance release response 
account established in AS 46.08.010 (a)(2);

(2) "response mitigation account" means the oil and hazardous substance release 
response mitigation account established in AS 46.08.025(b).

Article 03. ADDITIONAL CONSERVATION SURCHARGE ON OIL

Sec. 43.55.300. Surcharge levied.

(a) Every producer of oil shall pay a surcharge of $.04 per barrel of oil produced 
from each lease or property in the state, less any oil the ownership or right to which is 
exempt from taxation.

(b) The surcharge imposed by (a) of this section is in addition to the tax imposed by 
AS 43.55.011 and is due on the last day of the month on oil produced from each lease or 
property during the preceding month. The surcharge is in addition to the surcharge 
imposed by AS 43.55.201 - 43.55.231.

(c) A producer of oil shall make a report of production on March 31 of the year 
following the calendar year of production and in the same manner and under the same 
penalties as required under AS 43.55.011 - 43.55.180.

(d) Oil not considered under AS 43.55.020 (e) to be produced from a lease or 
property is not considered to be produced from a lease or property for purposes of this 
section.

Sec. 43.55.310. Use of revenue derived from surcharge.

The legislature may appropriate the annual estimated balance of the account maintained 
under AS 37.05.142 for deposits into the general fund of the proceeds of the surcharge 
levied under AS 43.55.300 to the oil and hazardous substance release prevention account 
in the oil and hazardous substance release prevention and response fund established by 
AS 46.08.010 .

Article 04. GENERAL PROVISIONS
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Sec. 43.55.890. Disclosure of tax information.

Notwithstanding any contrary provision of AS 40.25.100 , and regardless of whether the 
information is considered under AS 43.05.230(e) to constitute statistics classified to 
prevent the identification of particular returns or reports, the department may publish the 
following information under this chapter, if aggregated among three or more producers or 
explorers, showing by month or calendar year and by lease or property, unit, or area of 
the state:

(1) the amount of oil or gas production;

(2) the amount of taxes levied under this chapter or paid under this chapter;

(3) the effective tax rates under this chapter;

(4) the gross value of oil or gas at the point of production;

(5) the transportation costs for oil or gas;

(6) qualified capital expenditures, as defined in AS 43.55.023 ;

(7) exploration expenditures under AS 43.55.025 ;

(8) production tax values of oil or gas under AS 43.55.160 ;

(9) lease expenditures under AS 43.55.165 ;

(10) adjustments to lease expenditures under AS 43.55.170 ;

(11) tax credits applicable or potentially applicable against taxes levied by this 
chapter.

Sec. 43.55.895. Applicability to municipal entities.

(a) Notwithstanding AS 29.35.670 (a) or other provision of law, a producer that is a 
municipal entity is subject to taxation and payment of surcharges under this chapter for 
oil and gas that it sells to another party.

(b) A municipal entity subject to taxation because of this section is eligible for all 
tax credits under this chapter to the same extent as any other producer.

(c) In this section, "municipal entity" means a municipality, municipally owned 
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utility, public corporation of a municipality, or entity established by more than one 
municipality.

 
 
Title 43. REVENUE AND TAXATION 
Chapter 43.55. OIL AND GAS PRODUCTION TAX AND OIL SURCHARGE 
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Sec. 43.05.225. Interest.

Unless otherwise provided,

(1) when a tax levied in this title becomes delinquent, it bears interest in a calendar 
quarter at the rate of five percentage points above the annual rate charged member banks 
for advances by the 12th Federal Reserve District as of the first day of that calendar 
quarter, or at the annual rate of 11 percent, whichever is greater, compounded quarterly as 
of the last day of that quarter;

(2) the interest rate is 12 percent a year for

(A) delinquent fees payable under AS 05.15.095 (c);

(B) [Repealed, Sec. 46 ch 107 SLA 1996]. and

(C) unclaimed property that is not timely paid or delivered, as allowed by AS 
34.45.470 (a).

Sec. 43.05.230. Disclosure of tax returns and reports.

(a) It is unlawful for a current or former officer, employee, or agent of the state to 
divulge the amount of income or the particulars set out or disclosed in a report or return 
made under this title, except

(1) in connection with official investigations or proceedings of the department, 
whether judicial or administrative, involving taxes due under this title;

(2) in connection with official investigations or proceedings of the child support 
enforcement agency, whether judicial or administrative, involving child support 
obligations imposed or imposable under AS 25 or AS 47;

(3) as provided in AS 38.05.036 pertaining to audit functions of the Department of 
Natural Resources;

(4) as provided in AS 43.05.405 - 43.05.499; and

(5) as otherwise provided in this section or AS 43.55.890 .
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(b) The department, upon written request, shall furnish to the taxpayer a copy of the 
taxpayer's tax return upon payment of a fee of $1 per page.

(c) The department may permit the proper officer of the United States or of a state, 
territory or possession of the United States or of Canada or of a province or territory of 
Canada, or the officer's authorized representative, to inspect tax returns or reports filed 
with the department, or may furnish to the officer or representative a copy of the tax 
return, if the other jurisdiction grants substantially similar privileges to the department or 
its representative or to counsel for the state, and if the department determines that the 
other jurisdiction provides adequate safeguards for the confidentiality of the returns and 
reports, and that the returns and reports will be used for tax purposes only. The 
department may also permit the employment security division of the state Department of 
Labor and Workforce Development to inspect tax returns or reports filed with the 
department or may furnish a copy of the tax returns for tax purposes only.

(d) The commissioner may furnish to the Multistate Tax Commission or other 
authorized agent information contained in the tax returns, reports, related schedules and 
documents filed under an audit or investigation of a multistate business made by the 
department. This information may be furnished for tax purposes only. The Multistate Tax 
Commission or other authorized agent may make the information available to the tax 
officials of other states, the District of Columbia, and the United States and its territories 
for tax purposes only.

(e) Nothing in this section prohibits the publication of statistics so classified as to 
prevent the identification of particular returns or reports or the publication of delinquent 
lists showing the names of taxpayers who have failed to pay their taxes at the time and in 
the manner provided by law, together with other relevant information which in the 
opinion of the department may assist in the collection of delinquent taxes.

(f) A wilful violation of the provisions of this section or of a condition imposed 
under AS 43.55.040 (1)(B) is punishable by a fine of not more than $5,000, or by 
imprisonment for not more than two years, or by both.

(g) The information contained in a license issued by the commissioner of revenue or 
the commissioner of commerce, community, and economic development under AS 43.50, 
AS 43.60, AS 43.65, AS 43.70, and AS 43.75 is public information.

(h) The commissioner shall, upon request, furnish to the Department of Natural 
Resources copies of tax returns, reports, and other documents filed under AS 43.55 or AS 
43.65, and the Department of Revenue's determinations and workpapers under those 
chapters. The Department of Natural Resources shall maintain the confidentiality that the 
Department of Revenue is required to extend to the returns, reports, documents, 
determinations, and workpapers furnished to the Department of Natural Resources under 
this subsection.
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(i) The commissioner shall, upon request, furnish to the Department of 
Environmental Conservation or the Department of Fish and Game all names and 
addresses of businesses that are required to file confidential reports under AS 43.75.015 . 
The Department of Environmental Conservation and the Department of Fish and Game 
shall maintain the confidentiality that the Department of Revenue is required to extend to 
the names and addresses furnished under this subsection.

Sec. 43.05.240. Taxpayer remedies.

(a) A taxpayer aggrieved by the action of the department in fixing the amount of a 
tax or penalty may apply to the department within 60 days after the date of mailing of the 
notice required to be given to the taxpayer by the department, giving notice of the 
grievance, and requesting an informal conference to be scheduled with an appeals officer. 
The taxpayer shall be given access to the taxpayer's file in the department in the matter 
for preparation for the informal conference. At the informal conference, the taxpayer may 
present to the appeals officer arguments and evidence relevant to the amount of tax or 
penalty due the state. If the department determines that a correction is warranted, the 
department shall make the correction.

(b) A party who believes that the appeals officer is unduly delaying a hearing 
process may notify the commissioner in writing. Within 30 days after being notified by a 
party, the commissioner may issue an order prescribing a schedule for the appeals officer 
to complete the informal conference or setting a meeting at which that schedule will be 
discussed and prescribed. The schedule may be subsequently modified by consent of the 
parties. If the commissioner fails to issue an order within 30 days after receiving notice of 
a party's belief of undue delay, the department's action in fixing the amount of tax or 
penalty shall be considered to have been summarily affirmed by the appeals officer the 
same as if an informal conference decision to that effect were issued on the last day of 
that 30-day period.

Sec. 43.05.241. Administrative appeal.

For a matter within the jurisdiction of the office of administrative hearings (AS 44.64) 
under AS 43.05.405 , the taxpayer aggrieved by an informal conference decision entered 
under AS 43.05.240 may file with the office of administrative hearings a notice of appeal 
for formal hearing, as provided in AS 43.05.430 , no later than 30 days after service of the 
decision resulting from an informal conference.

Sec. 43.05.242. Judicial appeal challenging validity of tax.

(a) Within 30 days after a decision resulting from the informal conference, a person 
aggrieved by the action of the department under AS 43.05.240 on a ground specified in 
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this section may appeal to the superior court.

(b) An appeal under this section may be taken from an informal conference decision 
only with respect to an issue in the assessment for tax, interest, and penalties that the 
taxpayer raises upon the ground that a tax statute or tax regulation is

(1) violative of the United States Constitution;

(2) violative of the state constitution; or

(3) preempted by federal statute, regulation, or treaty.

(c) An appeal of an issue under this section may not be taken from an informal 
conference decision if

(1) there is a dispute of material fact;

(2) a factual record is necessary to decide the question of law raised;

(3) development of a factual record will render it unnecessary to reach the question 
of law raised; or

(4) the taxpayer challenges the assessment of the tax related to the issue on a ground 
other than one listed in (b) of this section.

(d) An issue may not be presented to the superior court unless the issue first has 
been presented in writing to the department at or before the informal conference. The 
department shall prepare a record of that portion of the informal conference relevant to 
the issue on appeal. The superior court shall

(1) resolve a question of law in the exercise of the independent judgment of the 
superior court judge;

(2) defer to the department on a question of law for which discretion is legally 
vested in the department unless not supported by a reasonable basis.

(e) An appeal of the informal conference decision under this section is exclusive as 
to the issue raised. The taxpayer electing to appeal under this section may not pursue an 
appeal of the issue under AS 43.05.241 or pursue any other action under another statute 
on the issue.

(f) When an appeal is taken under this section, the taxpayer shall be given access to 
the file of the department in the matter for preparation of the appeal.
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(g) In an appeal under this section, the amount due shall be paid within 30 days after 
the date of the service of the informal conference decision. In place of payment of the 
amount due, the taxpayer may file a bond with the court or otherwise obtain relief from 
payment in accordance with the Alaska Rules of Appellate Procedure.

(h) Venue for an appeal filed under this section shall be set under rules adopted by 
the supreme court.

(i) If it is determined that appeal was improperly filed under this section, the appeal 
shall be transferred to the office of administrative hearings (AS 44.64) for further 
proceedings under AS 43.05.405 - 43.05.499.

Sec. 43.05.245. Assessment and collection of tax, penalties, and interest.

If a taxpayer fails to file a return or report required by this title in the time required by law 
or regulation, or makes an erroneous or fraudulent return, the department shall proceed to 
assess the license fees, tax, penalties, or interest and make a return from information that 
it obtains. An assessment or a return subscribed by the department in accordance with this 
section is presumed sufficient for all legal purposes. However, nothing prevents a 
taxpayer from presenting evidence or other information in an informal conference under 
AS 43.05.240 or in an appeal under AS 43.05.241 in order to rebut the presumed 
sufficiency of an assessment or return subscribed by the department, nor does the 
presumption of sufficiency alter the parties' respective burdens of proof once the taxpayer 
has presented evidence or other material information to rebut that presumption. The 
assessment of license fees, tax, penalties, or interest under this section occurs when the 
department issues a notice and demand for payment of the license fees, tax, penalties, or 
interest. The notice and demand for payment is issued when the notice and demand is 
delivered to the taxpayer in person or placed in the United States mail, addressed to the 
last known address of the taxpayer. Penalties and interest assessed under this title shall be 
collected in the same manner as provided in this title for the collection of tax or license 
fees.

Sec. 43.05.250. Payment of taxes.

(a) If a tax is required under this title to be paid on or before a certain date, the date 
fixed is the last day for the payment.

(b) In addition to money, the department may receive bank drafts, checks, cashier's 
checks, or money orders for the payment of taxes under regulations adopted by the 
department.

(c) The department may adopt other methods of payment including the use of bank 
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depositories, bank and wire transfers, stamps, or other methods necessary or helpful in 
securing a complete and timely collection of the tax.

Sec. 43.05.255. Definition. [Repealed, E.O. No. 68 Sec. 8 (1988)].

Repealed or Renumbered

Sec. 43.05.260. Limitation on assessment.

(a) Except as provided in (c) of this section, AS 43.20.200 (b), and AS 43.55.075 , 
the amount of a tax imposed by this title must be assessed within three years after the 
return was filed, whether or not a return was filed on or after the date prescribed by law. 
If the tax is not assessed before the expiration of the applicable period, proceedings may 
not be instituted in court for the collection of the tax.

(b) For purposes of this section, a return filed before the last day prescribed by law 
or regulation is considered as filed on the last day.

(c) The following exceptions apply to the limitation period in (a) of this section:

(1) in the case of a false or fraudulent return with the intent to evade tax, the tax may 
be assessed, or a proceeding in court for collection of the tax may be begun without 
assessment, at any time;

(2) in the case of a failure to file a return, the tax may be assessed, or a proceeding in 
court for the collection of the tax may be begun without assessment, at any time;

(3) if, before the expiration of the time prescribed in this section for the assessment 
of a tax imposed by this title, both the department and the taxpayer have consented in 
writing to the assessment after the expiration of the time, the tax may be assessed at any 
time before the expiration of the period agreed upon; however, the period agreed upon 
may be extended by a subsequent agreement in writing made before the expiration of the 
period previously agreed upon.

Sec. 43.05.270. Collection after assessment.

(a) When the assessment of a tax imposed by this title has been made within the 
period of limitation under AS 43.05.260 , the tax may be collected by levy or by a 
proceeding in court, but only if the levy is made or the proceeding is begun:

(1) within six years after the assessment of the tax; or

(2) before the expiration of a period for collection agreed upon in writing by the 
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department and the taxpayer before the expiration of the six-year period; a period agreed 
upon may be extended by subsequent agreements in writing made before the expiration of 
the period previously agreed upon; the period provided by this paragraph during which a 
tax may be collected by levy may not be extended or curtailed because of a judgment 
against the taxpayer.

(b) The date on which a levy on property or right to property is made is the date on 
which the notice of seizure is given.

Sec. 43.05.275. Credit and refund claims.

(a) Except as provided in AS 43.20.021 , a claim for credit or refund of a tax under 
this title for which a taxpayer is required to file a return or pay a tax may be filed by the 
taxpayer

(1) before the later of

(A) three years from the time the return was filed; or

(B) two years from the time the tax was paid; or

(2) within two years from the time the tax was paid, if no return was filed.

(b) If the department and the taxpayer have consented to extend the period for 
assessment of tax as provided in AS 43.05.260 (c)(3), a tax refund claim may be filed at 
any time before the expiration of the period agreed upon.

(c) A taxpayer who has filed a return, paid the full amount due on the return, and 
made a claim under this section may, without exhausting administrative remedies, file an 
action in superior court to recover on the claim if the sole ground for appeal is that a tax 
statute is

(1) violative of the United States Constitution;

(2) violative of the state constitution; or

(3) preempted by federal statute, regulation, or treaty.

(d) An action may not be brought under (c) of this section if

(1) there is a dispute of material fact;
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(2) a factual record is necessary to decide the appeal;

(3) development of a factual record will render it unnecessary to reach a question of 
constitutional law or federal preemption; or

(4) the taxpayer challenges the assessment of the tax on a ground other than one 
listed in (c) of this section.

Sec. 43.05.280. Interest on overpayments.

(a) Interest shall be allowed and paid on an overpayment of a tax under this title at 
the rate and in the manner provided in AS 43.05.225(1).

(b) Interest shall be allowed and paid as follows:

(1) in the case of a credit, from the date of the overpayment to the due date of the 
amount against which the credit is taken;

(2) in the case of a refund, from the date of the overpayment to a date, as determined 
by the department, preceding the date of the refund check by not more than 30 days, 
whether or not the refund check is accepted by the taxpayer after tender of the check to 
the taxpayer; the acceptance of the refund check does not affect the right of the taxpayer 
to claim an additional overpayment and interest on the overpayment.

(c) If an overpayment of a tax imposed by this title is refunded within 90 days after 
the last date prescribed for filing the return of the tax, determined without regard to an 
extension of time for filing the return, or if the return is filed after the last filing date and 
the overpayment is refunded within 90 days after the date the return is filed, interest may 
not be allowed under (a) of this section on that overpayment.

Sec. 43.05.290. Criminal penalties.

(a) A person who wilfully attempts to evade a tax imposed by this title is, in addition 
to other penalties provided by this title, guilty of a class C felony.

(b) A person required under this title to collect, account for, and pay over a tax 
imposed by this title who wilfully fails to collect or truthfully account for and pay over 
the tax at the time or times required by law or regulation is, in addition to other penalties 
provided by this title, guilty of a class C felony.

(c) A person required under this title to pay a tax, make a return, keep records, or 
supply information, who wilfully fails to pay the tax or estimated tax, make the return, 
keep the records, or supply the information at the time or times required by law or 
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regulation is, in addition to other penalties provided by this title, guilty of a class A 
misdemeanor.

(d) A person who wilfully makes and subscribes a return or other document required 
under this title which contains or is verified by a written declaration that it is made under 
the penalties of perjury which the person does not believe to be true and correct as to 
every material matter is, in addition to other penalties provided by this title, guilty of a 
felony and, upon conviction, punishable by a fine of not more than $25,000, or by 
imprisonment for not more than three years, or by both.

(e) A person who wilfully and knowingly aids or assists in, or procures, or counsels 
the preparation or presentation in connection with a matter arising under this title of a 
return, affidavit, claim, or other document that is fraudulent or is false as to a material 
matter is guilty of a felony whether or not the falsity or fraud is with the knowledge or 
consent of the person required to present the return, affidavit, claim, or document. Upon 
conviction, the person is punishable by a fine of not more than $25,000, or by 
imprisonment for not more than three years, or by both.

(f) A person who wilfully delivers or discloses to the commissioner or the 
department a list, return, account, statement, or other document known by the person to 
be fraudulent or to be false as to a material matter is guilty of a class A misdemeanor.

(g) [Repealed, Sec. 114 ch 6 SLA 1984].

(h) A person engaging in or attempting to engage in a business, trade, profession, or 
occupation for which a license is required under this title, who wilfully fails to obtain the 
license, is guilty of a misdemeanor, and, upon conviction, is punishable by a fine of not 
more than $2,000, or by imprisonment for not more than six months, or by both.

(i) In this section "person" includes, but is not limited to, an officer or employee of a 
corporation or a member or employee of a partnership, who, as officer, employee, or 
member, is under a duty to perform the act in respect to which the violation occurs.

Article 04. TAX APPEALS

Sec. 43.05.400. Office of tax appeals established. [Repealed, Sec. 91 ch 163 SLA 2004].

Repealed or Renumbered

Sec. 43.05.405. Jurisdiction.

The office has original jurisdiction to hear formal appeals from informal conference 
decisions of the Department of Revenue under AS 43.05.240. Appeal to the office may be 
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taken only from an informal conference decision under AS 43.05.240 . AS 44.64.060 
does not apply to an administrative hearing under the jurisdiction of the office under this 
section. Jurisdiction of the office under this section is limited to, and AS 43.05.405 - 
43.05.499 and AS 44.64.070 apply to and govern, an administrative appeal regarding

(1) electric and telephone cooperative taxes under AS 10.25;

(2) a seafood marketing assessment under AS 16.51;

(3) all taxes levied under AS 43, except the property tax assessed under AS 43.56; 
and

(4) any other taxes administered by the Department of Revenue.

Sec. 43.05.410. Appointment; term; reappointment. [Repealed, Sec. 91 ch 163 SLA 2004].

Repealed or Renumbered

Sec. 43.05.415. Removal. [Repealed, Sec. 91 ch 163 SLA 2004].

Repealed or Renumbered

Sec. 43.05.420. Administration..

(a) [Repealed, Sec. 91 ch 163 SLA 2004]. 

(b) In addition to qualifications under AS 44.64.040 , an administrative law judge 
who conducts a proceeding under AS 43.05.405 - 43.05.499 shall have at least four years 
of professional experience as a tax attorney, a certified public accountant practicing in the 
area of tax, or a tax administrator.

(c) The chief administrative law judge may adopt regulations implementing or 
interpreting AS 43.05.405 - 43.05.499, including rules of procedure and evidence for 
proceedings before the office.

Sec. 43.05.425. Qualifications; code of conduct. [Repealed, Sec. 91 ch 163 SLA 2004].

Repealed or Renumbered

 
 

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4305225!27]/doc/{@17145}? (10 of 11) [2/11/2008 11:34:25 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4305240']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4464060']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4305405']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4464070']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4464040']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4305405']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4305405']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4305225!27]/doc/{@17145}?next


DOC Frame Page

Title 43. REVENUE AND TAXATION 
Chapter 43.05. ADMINISTRATION OF REVENUE LAWS 
 

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4305225!27]/doc/{@17145}? (11 of 11) [2/11/2008 11:34:25 AM]



DOC Frame Page

 

Contents 

 

Next 

 

Previous  
 
 

 

Query 

 

Next Hit 

 

Prev. Hit  
 
 

 

Home 

 

How to Query 

 

Sec. 43.05.280. Interest on overpayments.

(a) Interest shall be allowed and paid on an overpayment of a tax under this title at 
the rate and in the manner provided in AS 43.05.225(1).

(b) Interest shall be allowed and paid as follows:

(1) in the case of a credit, from the date of the overpayment to the due date of the 
amount against which the credit is taken;

(2) in the case of a refund, from the date of the overpayment to a date, as determined 
by the department, preceding the date of the refund check by not more than 30 days, 
whether or not the refund check is accepted by the taxpayer after tender of the check to 
the taxpayer; the acceptance of the refund check does not affect the right of the taxpayer 
to claim an additional overpayment and interest on the overpayment.

(c) If an overpayment of a tax imposed by this title is refunded within 90 days after 
the last date prescribed for filing the return of the tax, determined without regard to an 
extension of time for filing the return, or if the return is filed after the last filing date and 
the overpayment is refunded within 90 days after the date the return is filed, interest may 
not be allowed under (a) of this section on that overpayment.

Sec. 43.05.290. Criminal penalties.

(a) A person who wilfully attempts to evade a tax imposed by this title is, in addition 
to other penalties provided by this title, guilty of a class C felony.

(b) A person required under this title to collect, account for, and pay over a tax 
imposed by this title who wilfully fails to collect or truthfully account for and pay over 
the tax at the time or times required by law or regulation is, in addition to other penalties 
provided by this title, guilty of a class C felony.

(c) A person required under this title to pay a tax, make a return, keep records, or 
supply information, who wilfully fails to pay the tax or estimated tax, make the return, 
keep the records, or supply the information at the time or times required by law or 
regulation is, in addition to other penalties provided by this title, guilty of a class A 
misdemeanor.

(d) A person who wilfully makes and subscribes a return or other document required 
under this title which contains or is verified by a written declaration that it is made under 
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the penalties of perjury which the person does not believe to be true and correct as to 
every material matter is, in addition to other penalties provided by this title, guilty of a 
felony and, upon conviction, punishable by a fine of not more than $25,000, or by 
imprisonment for not more than three years, or by both.

(e) A person who wilfully and knowingly aids or assists in, or procures, or counsels 
the preparation or presentation in connection with a matter arising under this title of a 
return, affidavit, claim, or other document that is fraudulent or is false as to a material 
matter is guilty of a felony whether or not the falsity or fraud is with the knowledge or 
consent of the person required to present the return, affidavit, claim, or document. Upon 
conviction, the person is punishable by a fine of not more than $25,000, or by 
imprisonment for not more than three years, or by both.

(f) A person who wilfully delivers or discloses to the commissioner or the 
department a list, return, account, statement, or other document known by the person to 
be fraudulent or to be false as to a material matter is guilty of a class A misdemeanor.

(g) [Repealed, Sec. 114 ch 6 SLA 1984].

(h) A person engaging in or attempting to engage in a business, trade, profession, or 
occupation for which a license is required under this title, who wilfully fails to obtain the 
license, is guilty of a misdemeanor, and, upon conviction, is punishable by a fine of not 
more than $2,000, or by imprisonment for not more than six months, or by both.

(i) In this section "person" includes, but is not limited to, an officer or employee of a 
corporation or a member or employee of a partnership, who, as officer, employee, or 
member, is under a duty to perform the act in respect to which the violation occurs.

Article 04. TAX APPEALS

Sec. 43.05.400. Office of tax appeals established. [Repealed, Sec. 91 ch 163 SLA 2004].

Repealed or Renumbered

Sec. 43.05.405. Jurisdiction.

The office has original jurisdiction to hear formal appeals from informal conference 
decisions of the Department of Revenue under AS 43.05.240. Appeal to the office may be 
taken only from an informal conference decision under AS 43.05.240 . AS 44.64.060 
does not apply to an administrative hearing under the jurisdiction of the office under this 
section. Jurisdiction of the office under this section is limited to, and AS 43.05.405 - 
43.05.499 and AS 44.64.070 apply to and govern, an administrative appeal regarding
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(1) electric and telephone cooperative taxes under AS 10.25;

(2) a seafood marketing assessment under AS 16.51;

(3) all taxes levied under AS 43, except the property tax assessed under AS 43.56; 
and

(4) any other taxes administered by the Department of Revenue.

Sec. 43.05.410. Appointment; term; reappointment. [Repealed, Sec. 91 ch 163 SLA 2004].

Repealed or Renumbered

Sec. 43.05.415. Removal. [Repealed, Sec. 91 ch 163 SLA 2004].

Repealed or Renumbered

Sec. 43.05.420. Administration..

(a) [Repealed, Sec. 91 ch 163 SLA 2004]. 

(b) In addition to qualifications under AS 44.64.040 , an administrative law judge 
who conducts a proceeding under AS 43.05.405 - 43.05.499 shall have at least four years 
of professional experience as a tax attorney, a certified public accountant practicing in the 
area of tax, or a tax administrator.

(c) The chief administrative law judge may adopt regulations implementing or 
interpreting AS 43.05.405 - 43.05.499, including rules of procedure and evidence for 
proceedings before the office.

Sec. 43.05.425. Qualifications; code of conduct. [Repealed, Sec. 91 ch 163 SLA 2004].

Repealed or Renumbered

Sec. 43.05.430. Notice of appeal from informal conference decision.

An appeal under the jurisdiction of the office is initiated by filing with the office, and 
serving upon the commissioner of revenue, a notice of appeal from an informal 
conference decision of the Department of Revenue under AS 43.05.240 . A notice of 
appeal from the informal conference decision may be filed or amended after the time for 
filing has expired only if good cause is shown.
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Sec. 43.05.435. Scope and standards for decision.

The administrative law judge shall hear all questions de novo under AS 43.05.405 - 
43.05.499. The administrative law judge shall

(1) resolve a question of fact by a preponderance of the evidence or, if a different 
standard of proof has been set by law for a particular question, by that standard of proof;

(2) resolve a question of law in the exercise of the independent judgment of the 
administrative law judge;

(3) defer to the Department of Revenue as to a matter for which discretion is legally 
vested in the Department of Revenue, unless not supported by a reasonable basis.

Sec. 43.05.440. Service of documents.

Service of documents required under AS 43.05.405 - 43.05.499 may be accomplished in 
any manner authorized under the Alaska Rules of Civil Procedure. If service is done only 
by mail, the date of service is determined by the date of mailing. If service is done by 
both mail and hand delivery, the date of service is determined by the earlier of the date of 
mailing or actual receipt of the documents.

Sec. 43.05.445. Discovery.

(a) In an appeal under AS 43.05.405 , discovery may take place only under a plan 
for discovery approved by the administrative law judge. The administrative law judge 
shall approve a plan for discovery to the extent consistent with the efficient, just, and 
speedy conduct of the appeal. The plan may limit or set conditions on discovery and must 
include provisions for stipulations of fact by the Department of Revenue and the taxpayer. 
Discovery shall be limited to information that is relevant to the determination of the 
correct tax or penalty, unless the Department of Revenue or the taxpayer makes a 
showing that the discovery is reasonably calculated to lead to admissible information.

(b) Requests by the taxpayer for disclosure of public records relating to the appeal 
are governed by, and the records are disclosed only in accordance with, the plan approved 
under this section.

(c) Legislative history, reported court decisions, statutes, regulations, or similar 
documents available for public inspection at a library or the office of the lieutenant 
governor or through a publicly accessible database must be obtained through those means 
and may not be sought through discovery.

Sec. 43.05.450. Subpoenas.
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An administrative law judge may issue a subpoena to compel attendance of a witness or 
the production of a document or thing. A subpoena may compel attendance of a witness 
or production of a document or thing, located either inside or outside the state, to the 
maximum extent permitted by law. A subpoena may be used for the purpose of discovery 
or for the purpose of presenting evidence at a formal hearing. A subpoena shall issue 
upon request of a party, subject to reasonable limitation or conditions set in the subpoena. 
A subpoena may be enforced by petition to or other appropriate legal proceeding brought 
in a court of this state or another jurisdiction.

Sec. 43.05.455. Formal hearing.

(a) At or before the formal hearing, a party may present argument and evidence 
relevant to the amount of the tax or penalty. The administrative law judge shall administer 
oaths and permit inquiry necessary to determine the proper amount of the tax or penalty.

(b) Each party and witness shall be present during the formal hearing, except that

(1) with the consent of the taxpayer, the administrative law judge may conduct all or 
part of the hearing by telephone, audio or video teleconference, or other electronic 
medium; and

(2) with the consent of the parties and the administrative law judge, all or part of the 
hearing may be conducted through correspondence.

(c) The taxpayer bears the burden of proof on questions of fact by a preponderance 
of the evidence unless a different standard of proof has been set by law for a particular 
question.

(d) The formal hearing before the administrative law judge is not required to be 
conducted with strict adherence to the Alaska Rules of Evidence. Relevant evidence must 
be admitted if it is probative of a material fact in controversy. Irrelevant and unduly 
repetitious evidence shall be excluded. Hearsay evidence is admissible if it is the kind of 
evidence on which responsible persons are accustomed to rely in the conduct of serious 
affairs, regardless of the existence of a common law or statutory rule that makes improper 
the admission of the evidence over objection in a civil action. Oral evidence may be taken 
only on oath or affirmation. The rules of privilege are effective to the same extent that 
they are recognized in a civil action in the courts of this state, except that relevant 
documents and other material items that are public records under AS 40.25.100 - 
40.25.220 shall be admissible.

(e) The administrative law judge shall make a record of the proceedings of the 
appeal, including recordation of the proceedings of a formal hearing by electronic or 
stenographic means.
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(f) The administrative law judge may grant exceptions to the requirements of this 
section in the interest of justice.

Sec. 43.05.460. Enforcement.

(a) The administrative law judge and each party is responsible for the efficient, just, 
and speedy conduct of the formal hearing. The administrative law judge may impose 
sanctions on the parties for failure to comply with a subpoena, an order respecting 
discovery, and any other matter regarding conduct of the appeal. In imposing sanctions, 
the administrative law judge shall be guided by the practices of the courts of this state in 
imposing sanctions for similar offenses in civil proceedings.

(b) The administrative law judge may

(1) remand the matter for consideration of material new information or material 
information withheld by a party;

(2) prohibit a party from introducing information previously withheld without good 
cause, and any other evidence dependent upon the information;

(3) enter an order, upon a showing of good cause,

(A) barring a designated claim or defense;

(B) striking part or all of a pleading of a party; or

(C) dismissing part or all of the appeal; or

(4) grant any other relief that the administrative law judge considers appropriate.

(c) In addition to the remedies of (a) and (b) of this section, a party may seek 
enforcement of a subpoena or other order of an administrative law judge by the superior 
court under AS 44.62.590 .

Sec. 43.05.465. Decision; reconsideration; finality.

(a) Within 180 days after the record on the appeal is closed, the administrative law 
judge shall issue a decision in writing. The decision must contain a concise statement of 
reasons for the decision, including findings of fact and conclusions of law. In the 
decision, the administrative law judge may grant relief, provide remedies, and issue any 
order that is appropriate. The administrative law judge shall serve each party in the case 
with a copy of the decision. Unless reconsideration is ordered under (c) of this section, 
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the decision under this subsection is the final administrative decision.

(b) A party may request reconsideration of a decision issued under (a) of this section 
within 30 days after the date of service shown in the certificate of service of the decision. 
The request must state specific grounds for reconsideration. Reconsideration may be 
granted if, in reaching the decision, the administrative law judge has

(1) overlooked, misapplied, or failed to consider a statute, regulation, court or 
administrative decision, or legal principle directly controlling;

(2) overlooked or misconceived some material fact or proposition of law;

(3) misconceived a material question in the case; or

(4) applied law in the ruling that has subsequently changed.

(c) The administrative law judge may issue an order for reconsideration of all or part 
of the decision upon request of a party. Reconsideration is based on the record, unless the 
administrative law judge allows additional evidence and argument. A hearing on 
reconsideration at which additional evidence or argument is offered or received is subject 
to the procedures applicable to a hearing under AS 43.05.455.

(d) The power to order reconsideration expires 60 days after the date of service, as 
shown on the certificate of service, of a decision issued under (a) of this section. If the 
administrative law judge does not issue an order for reconsideration within the time 
allowed for ordering reconsideration, a motion for reconsideration is considered denied.

(e) Within 60 days after the close of the record on reconsideration, the 
administrative law judge shall issue a written decision upon reconsideration. The 
administrative law judge shall serve each party in the case with a copy of the decision 
upon reconsideration. The decision upon reconsideration is the final administrative 
decision.

(f) A final administrative decision becomes final either on the date

(1) 60 days after the date of service of a decision issued under (a) of this section if 
an order for reconsideration is not issued; or

(2) the decision upon reconsideration is served, as shown by the certificate of 
service executed by the administrative law judge under (e) of this section.

Sec. 43.05.470. Public proceedings and records.
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(a) Records, proceedings, and decisions under AS 43.05.405 - 43.05.499 are 
confidential, except that the records, proceedings, and decisions become public records 
and open to the public when the final administrative decision is issued and becomes final.

(b) Upon a showing of good cause, an administrative law judge shall issue a 
protective order requiring that specified parts of the records, proceeding, or decision shall 
be kept confidential in a particular appeal. If a protective order is issued, the final 
administrative decision shall be made public after redacting by deletion or substitution of 
information as required by the protective order.

(c) The department, in consultation with the chief administrative law judge, shall 
maintain, index, and make available for public inspection the final administrative 
decisions, proceedings, and records of the office made public under this section.

Sec. 43.05.475. Consistency of decisions.

(a) As to questions of law, a final administrative decision issued under AS 43.05.405 
- 43.05.499, unless reversed or overruled, has the force of legal precedent.

(b) To promote consistency among legal determinations issued under AS 43.05.405 
- 43.05.499, the chief administrative law judge may review and circulate among the other 
administrative law judges the drafts of formal decisions, decisions upon reconsideration, 
and other legal opinions of the other administrative law judges in the office. The drafts 
are confidential documents and are not subject to disclosure under AS 40.25.100 - 
40.25.220 or this chapter.

Sec. 43.05.480. Judicial review.

(a) Judicial review by the superior court of a final administrative decision may be 
had by a party to the appeal under AS 43.05.405 - 43.05.499 by filing a notice of appeal 
in accordance with the applicable rules of court governing appeals to that court in civil 
matters. The notice of appeal shall be filed within 30 days after an administrative decision 
becomes final under AS 43.05.465 . The right to judicial review under this subsection is 
not affected by the failure to seek reconsideration before the administrative law judge.

(b) The amount due must be paid or refunded within 30 days after the date that the 
final administrative decision becomes final under AS 43.05.465. In place of payment of 
the amount due, a taxpayer who has appealed a final administrative decision may file a 
bond with the court or otherwise obtain relief from payment in accordance with the 
Alaska Rules of Appellate Procedure.

(c) Appeals under this section are reviewed under AS 44.62.560 and 44.62.570.
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(d) If, after the appeal is heard, it appears that the final administrative decision was 
correct, the court shall affirm the decision. If the final administrative decision is incorrect, 
the court shall determine the amount due. If the taxpayer is entitled to a refund, the court 
shall order the repayment and the Department of Revenue shall pay the amount due and 
attach a certified copy of the judgment to the payment. If the court determines that the 
taxpayer owes an additional amount, the court shall order the payment and the taxpayer 
shall pay the amount due and attach a certified copy of the judgment to the payment. Any 
payment required under this subsection shall be paid by the 30th day following the 
expiration of the time within which an appeal from the superior court decision may be 
filed, unless the party appealing files a bond or otherwise obtains relief from payment in 
accordance with the Alaska Rules of Appellate Procedure.

 
 
Title 43. REVENUE AND TAXATION 
Chapter 43.05. ADMINISTRATION OF REVENUE LAWS 
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Sec. 43.55.030. Filing of statements.

(a) A producer that produces oil or gas from a lease or property in the state during a 
calendar year, whether or not any tax payment is due under AS 43.55.020 (a) for that oil 
or gas, shall file with the department on March 31 of the following year a statement, 
under oath, in a form prescribed by the department, giving, with other information 
required, the following:

(1) a description of each lease or property from which oil or gas was produced, by 
name, legal description, lease number, or accounting codes assigned by the department;

(2) the names of the producer and, if different, the person paying the tax, if any;

(3) the gross amount of oil and the gross amount of gas produced from each lease or 
property, and the percentage of the gross amount of oil and gas owned by the producer;

(4) the gross value at the point of production of the oil and of the gas produced from 
each lease or property owned by the producer and the costs of transportation of the oil and 
gas;

(5) the name of the first purchaser and the price received for the oil and for the gas, 
unless relieved from this requirement in whole or in part by the department;

(6) the producer's qualified capital expenditures, as defined in AS 43.55.023, other 
lease expenditures under AS 43.55.165 , and adjustments or other payments or credits 
under AS 43.55.170 ;

(7) the production tax values of the oil and gas under AS 43.55.160 ;

(8) any claims for tax credits to be applied; and

(9) calculations showing the amounts, if any, that were or are due under AS 
43.55.020 (a) and interest on any underpayment or overpayment.

(b) [Repealed, Sec. 11 ch 101 SLA 1972].

(c) [Repealed, Sec. 11 ch 101 SLA 1972].

(d) Reports required under this section are delinquent the first day following the day 
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the report is due. The person required to file the report is liable for a penalty, as 
determined by the department under standards adopted in regulation by the department, of 
not more than $1,000 for each day the person fails to file the report at the time required. 
The penalty is in addition to the penalties in AS 43.05.220 and 43.05.290 and is assessed, 
collected, and paid in the same manner as a tax deficiency under this title. In this 
subsection, "report" includes a statement.

(e) An explorer or producer that incurs a lease expenditure under AS 43.55.165 or 
receives a payment or credit under AS 43.55.170 during a calendar year but does not 
produce oil or gas from a lease or property in the state during the calendar year shall file 
with the department on March 31 of the following year a statement, under oath, in a form 
prescribed by the department, giving, with other information required, the following:

(1) the producer's qualified capital expenditures, as defined in AS 43.55.023, other 
lease expenditures under AS 43.55.165 , and adjustments or other payments or credits 
under AS 43.55.170 ; and

(2) if the explorer or producer receives a payment or credit under AS 43.55.170, 
calculations showing whether the explorer or producer is liable for a tax under AS 
43.55.160 (d) or 43.55.170(b) and, if so, the amount.

(f) The department may require a producer, an explorer, or an operator of a lease or 
property to file monthly reports, as applicable, of

(1) the amounts and gross value at the point of production of oil and gas produced;

(2) transportation costs of the oil and gas;

(3) any unscheduled interruption of, or reduction in the rate of, oil or gas production;

(4) lease expenditures and adjustments under AS 43.55.165 and 43.55.170;

(5) joint interest billings;

(6) contracts for the sale or transportation of oil or gas;

(7) information and calculations used in determining monthly installment payments 
of estimated tax under AS 43.55.020 (a); and

(8) other records and information the department considers necessary for the 
administration of this chapter.
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Sec. 43.55.040. Powers of Department of Revenue.

Except as provided in AS 43.05.405 - 43.05.499, the department may

(1) require a person engaged in production and the agent or employee of the person, 
and the purchaser of oil or gas, or the owner of a royalty interest in oil or gas to furnish, 
whether by the filing of regular statements or reports or otherwise, additional information 
that is considered by the department as necessary to compute the amount of the tax; 
notwithstanding any contrary provision of law, the disclosure of additional information 
under this paragraph to the producer obligated to pay the tax does not violate AS 
40.25.100 (a) or AS 43.05.230(a); before disclosing information under this paragraph that 
is otherwise required to be held confidential under AS 40.25.100 (a) or AS 43.05.230 (a), 
the department shall

(A) provide the person that furnished the information a reasonable opportunity to be 
heard regarding the proposed disclosure and the conditions to be imposed under (B) of 
this paragraph; and

(B) impose appropriate conditions limiting

(i) access to the information to those legal counsel, consultants, employees, officers, 
and agents of the producer who have a need to know that information for the purpose of 
determining or contesting the producer's tax obligation; and

(ii) the use of the information to use for that purpose;

(2) examine the books, records, and files of the person;

(3) conduct hearings and compel the attendance of witnesses and the production of 
books, records, and papers of any person;

(4) make an investigation or hold an inquiry that is considered necessary to a 
disclosure of the facts as to

(A) the amount of production from any oil or gas location, or of a company or other 
producer of oil or gas; and

(B) the rendition of the oil and gas for taxing purposes;

(5) require a producer, an explorer, or an operator of a lease or property to file 
reports and copies of records that the department considers necessary to forecast state 
revenue under this chapter; in the case of reports and copies of records relating to 
proposed, expected, or approved unit expenditures for a unit for which one or more 

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4355030!27]/doc/{@17513}? (3 of 19) [2/11/2008 11:34:35 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4305405']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4025100']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4025100']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4025100']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4305230']/doc/{@1}?firsthit


DOC Frame Page

working interest owners other than the operator have authority to approve unit 
expenditures, the required reports and copies of records are limited to those reports or 
copies of records that constitute or disclose communications between the operator and the 
working interest owners relating to unit budget matters;

(6) require a producer that has an average total production in the state of more than 
100,000 barrels a day for a calendar year to report the gross value at the point of 
production of the producer's taxable oil and gas in the state for a calendar year and the 
total amount of lease expenditures in the state for that calendar year; and

(7) assess against a person required under this section to file a report, statement, or 
other document a penalty, as determined by the department under standards adopted in 
regulation by the department, of not more than $1,000 for each day the person fails to file 
the report, statement, or other document after notice by the department; the penalty is in 
addition to any penalties under AS 43.05.220 and 43.05.290 and is assessed, collected, 
and paid in the same manner as a tax deficiency under this title; the penalty shall bear 
interest at the rate specified under AS 43.05.225 (1).

Sec. 43.55.050. Incorrect returns.

The department may determine whether or not a return required by this chapter to be filed 
with it is correct. If a person makes an untrue or incorrect return of the gross production 
or the value of it, or fails or refuses to make a return, the department shall, under 
regulations adopted by it, determine the correct amount of gross production or the value 
of it, and compute the tax.

Sec. 43.55.060. Delinquency.

When the tax provided for in this chapter becomes delinquent, it bears interest as 
provided in AS 43.05.225 (1). If any person fails to make a report required by this 
chapter, within the time prescribed by law for the report, the department shall examine the 
books, records and files of the person to determine the amount and value of the 
production to compute the tax, and the department shall add to the tax the cost of the 
examination, together with any penalties accrued.

Sec. 43.55.070. Lien for tax. [Repealed, Sec. 4 ch 94 SLA 1976. For current law, see AS 
43.10.035 ].

Repealed or Renumbered

Sec. 43.55.075. Limitation on assessment and amended returns.

(a) Except as provided in AS 43.05.260 (c), the amount of a tax imposed by this 
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[jump!3A!27as4355030!27]/doc/{@17513}? (4 of 19) [2/11/2008 11:34:35 AM]

http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4305220']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4310035']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4310035']/doc/{@1}?firsthit
http://www.legis.state.ak.us/cgi-bin/folioisa.dll/stattx07/query=[JUMP:'AS4305260']/doc/{@1}?firsthit


DOC Frame Page

chapter must be assessed within six years after the return was filed.

(b) A decision of a regulatory agency, court, or other body with authority to resolve 
disputes that results in a retroactive change to a lease expenditure, to an adjustment to a 
lease expenditure, to costs of transportation, to sale price, to prevailing value, or to 
consideration of quality differentials relating to the commingling of oils has a 
corresponding effect, either an increase or decrease, as applicable, on the production tax 
value of oil or gas or the amount or availability of a tax credit as determined under this 
chapter. For purposes of this section, a change to a lease expenditure includes a change in 
the categorization of a lease expenditure as a qualified capital expenditure or as not a 
qualified capital expenditure. The producer shall

(1) within 60 days after the change, notify the department in writing; and

(2) within 120 days after the change, file amended returns covering all periods 
affected by the change, unless the department agrees otherwise or a stay is in place that 
affects the filing or payment, regardless of the pendency of appeals of the decision.

(c) If an alteration in or modification of a producer's federal income tax return or a 
recomputation of the producer's federal income tax or determination of deficiency occurs 
that affects the amount of a tax imposed on the producer under this chapter, the producer 
shall

(1) within 60 days after the final determination of the alteration, modification, 
recomputation, or deficiency, notify the department in writing; and

(2) within 120 days after the final determination of the alteration, modification, 
recomputation, or deficiency, file amended returns covering all affected periods.

(d) In this section,

(1) "qualified capital expenditure" has the meaning given in AS 43.55.023;

(2) "return" includes a report, a statement, and an amended return, report, or 
statement.

Sec. 43.55.080. Collection and deposit of revenue.

Except as otherwise provided under art. IX, sec. 17, Constitution of the State of Alaska, 
the department shall deposit in the general fund the money collected by it under AS 
43.55.011 - 43.55.180.

Sec. 43.55.090. Refunds.
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In case of overpayment, duplicate payment or payment made in error, the department may 
refund the amount of the overpayment under AS 43.10.210.

Sec. 43.55.100. Acceptance of deductions. [Repealed, Sec. 15 ch 101 SLA 1972].

Repealed or Renumbered

Sec. 43.55.110. Administration.

(a) The department may adopt regulations for the purpose of making and filing 
reports required by this chapter and otherwise necessary to the enforcement of this 
chapter.

(b) The department may require a sufficient bond from every person charged with 
the making and filing of reports and the payment of the tax. The bond shall run to the 
state and shall be conditioned upon the making and filing of reports as required by law, 
upon compliance with the regulations of the department, and for the prompt payment, by 
the principal on the bond, of all taxes due the state by virtue of this chapter.

(c) If reports required have not been filed, or are insufficient to furnish the 
information required by the department, the department shall institute, in the name of the 
state upon relation of the department, the necessary action or proceedings to enjoin the 
person from continuing operations until the reports are filed.

(d) Upon showing that the state is in danger of losing its claims or the property is 
being mismanaged, dissipated or concealed, a receiver shall be appointed at the suit of the 
state.

(e) The department may require that returns, statements, reports, notifications, and 
applications filed under this chapter be filed electronically in a form and manner 
approved or prescribed by the department.

(f) The department may require that payments required under this chapter be made 
electronically in a form and manner approved or prescribed by the department.

(g) Notwithstanding AS 44.62, the department may issue, for the information and 
guidance of producers, explorers, and other interested persons, advisory bulletins stating 
the department's interpretation of provisions of this chapter and of regulations adopted 
under this chapter. Unless otherwise provided by the department by regulation, 
interpretations stated in the advisory bulletins are not binding on the department or others.

(h) Subject to legislative appropriation, the department may compensate a person 
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who provides information to the department about noncompliance with the provisions of 
this chapter by an explorer or a producer of oil or gas if that information leads to the 
collection of additional taxes, penalties, or interest from the producer. The amount of 
compensation under this subsection may not exceed the lesser of $500,000 or 10 percent 
of the additional tax, penalty, or interest collected as a result of the information. A state 
employee or an agent of the state is not eligible for compensation under this subsection.

(i) A person who, under (h) of this section, provides, in bad faith, to the department 
erroneous information about noncompliance with the provisions of this chapter by an 
explorer or producer of oil or gas shall pay to the

(1) department all expenses related to the department's investigation of the alleged 
noncompliance; and

(2) explorer or producer about whom the noncompliance was alleged all expenses 
that are incurred by the explorer or producer relating to the department's investigation of 
the alleged noncompliance.

Sec. 43.55.120. - 43.55.130l Noncompliance and false reports. [Repealed, Sec. 46 ch 113 
SLA 1980. For criminal penalties, see AS 43.05.290].

Repealed or Renumbered

Sec. 43.55.135. Measurement.

For the purposes of AS 43.55.011 - 43.55.180, except as otherwise provided, oil is 
measured in terms of a "barrel of oil" and gas is measured in terms of a "cubic foot of 
gas."

Sec. 43.55.140. [Renumbered as AS 43.55.900 ].

Repealed or Renumbered

Sec. 43.55.150. Determination of gross value at the point of production.

(a) For the purposes of AS 43.55.011 - 43.55.180, the gross value at the point of 
production is calculated using the actual costs of transportation of the oil or gas, except 
when the

(1) shipper of oil or gas is affiliated with the transportation carrier or with a person 
that owns an interest in the transportation facility;

(2) contract for the transportation of oil or gas is not an arm's length transaction; or
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(3) method or terms of transportation of oil or gas are not reasonable in view of 
existing alternative transportation options.

(b) If the department finds that a condition in (a)(1), (2), or (3) of this section is 
present, the gross value at the point of production is calculated using the actual costs of 
transportation, or the reasonable costs of transportation as determined under this 
subsection, whichever is lower. The department shall determine the reasonable costs of 
transportation, using the fair market value of like transportation, the fair market value of 
equally efficient and available alternative modes of transportation, or other reasonable 
methods. Transportation costs fixed by tariff rates that have been adjudicated as just and 
reasonable by the Regulatory Commission of Alaska or another regulatory agency and 
transportation costs in an arm's length transaction paid by parties not affiliated with an 
owner of the method of transportation shall be considered prima facie reasonable.

(c) In determining the gross value of oil under this section, the department may not 
allow as reasonable costs of transportation

(1) the amount of loss of or damage to, or of expense incurred due to the loss of or 
damage to, a vessel used to transport oil if the loss, damage, or expense is incurred in 
connection with a catastrophic oil discharge from the vessel into the marine or inland 
waters of the state;

(2) the incremental costs of transportation of the oil that are attributable to 
temporary use of or chartered or substituted service provided by another vessel due to the 
loss of or damage to a vessel regularly used to transport oil and that are incurred in 
connection with a catastrophic oil discharge into the marine or inland waters of the state; 
and

(3) the costs incurred to charter, contract, or hire vessels and equipment used to 
contain or clean up a catastrophic oil discharge.

Sec. 43.55.160. Determination of production tax value of oil and gas.

(a) Except as provided in (b) of this section, for the purposes of

(1) AS 43.55.011 (e), the annual production tax value of the taxable

(A) oil and gas produced during a calendar year from leases or properties in the state 
that include land north of 68 degrees North latitude is the gross value at the point of 
production of the oil and gas taxable under AS 43.55.011 (e) and produced by the 
producer from those leases or properties, less the producer's lease expenditures under AS 
43.55.165 for the calendar year applicable to the oil and gas produced by the producer 
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from those leases or properties, as adjusted under AS 43.55.170 ; this subparagraph does 
not apply to gas subject to AS 43.55.011 (o);

(B) oil and gas produced during a calendar year from leases or properties in the state 
outside the Cook Inlet sedimentary basin, no part of which is north of 68 degrees North 
latitude, is the gross value at the point of production of the oil and gas taxable under AS 
43.55.011(e) and produced by the producer from those leases or properties, less the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
oil and gas produced by the producer from those leases or properties, as adjusted under 
AS 43.55.170; this subparagraph does not apply to gas subject to AS 43.55.011(o);

(C) oil produced during a calendar year from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the oil taxable under AS 
43.55.011 (e) and produced by the producer from that lease or property, less the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
oil produced by the producer from that lease or property, as adjusted under AS 43.55.170 ;

(D) gas produced during a calendar year from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the gas taxable under 
AS 43.55.011 (e) and produced by the producer from that lease or property, less the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
gas produced by the producer from that lease or property, as adjusted under AS 
43.55.170 ;

(E) gas produced during a calendar year from a lease or property outside the Cook 
Inlet sedimentary basin and used in the state is the gross value at the point of production 
of that gas taxable under AS 43.55.011(e) and produced by the producer from that lease 
or property, less the producer's lease expenditures under AS 43.55.165 for the calendar 
year applicable to that gas produced by the producer from that lease or property, as 
adjusted under AS 43.55.170 ;

(2) AS 43.55.011 (g), the monthly production tax value of the taxable

(A) oil and gas produced during a month from leases or properties in the state that 
include land north of 68 degrees North latitude is the gross value at the point of 
production of the oil and gas taxable under AS 43.55.011 (e) and produced by the 
producer from those leases or properties, less 1/12 of the producer's lease expenditures 
under AS 43.55.165 for the calendar year applicable to the oil and gas produced by the 
producer from those leases or properties, as adjusted under AS 43.55.170; this 
subparagraph does not apply to gas subject to AS 43.55.011(o);

(B) oil and gas produced during a month from leases or properties in the state 
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outside the Cook Inlet sedimentary basin, no part of which is north of 68 degrees North 
latitude, is the gross value at the point of production of the oil and gas taxable under AS 
43.55.011 (e) and produced by the producer from those leases or properties, less 1/12 of 
the producer's lease expenditures under AS 43.55.165 for the calendar year applicable to 
the oil and gas produced by the producer from those leases or properties, as adjusted 
under AS 43.55.170 ; this subparagraph does not apply to gas subject to AS 43.55.011 (o);

(C) oil produced during a month from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the oil taxable under AS 
43.55.011 (e) and produced by the producer from that lease or property, less 1/12 of the 
producer's lease expenditures under AS 43.55.165 for the calendar year applicable to the 
oil produced by the producer from that lease or property, as adjusted under AS 43.55.170 ;

(D) gas produced during a month from a lease or property in the Cook Inlet 
sedimentary basin is the gross value at the point of production of the gas taxable under 
AS 43.55.011 (e) and produced by the producer from that lease or property, less 1/12 of 
the producer's lease expenditures under AS 43.55.165 for the calendar year applicable to 
the gas produced by the producer from that lease or property, as adjusted under AS 
43.55.170 ;

(E) gas produced during a month from a lease or property outside the Cook Inlet 
sedimentary basin and used in the state is the gross value at the point of production of that 
gas taxable under AS 43.55.011 (e) and produced by the producer from that lease or 
property, less 1/12 of the producer's lease expenditures under AS 43.55.165 for the 
calendar year applicable to that gas produced by the producer from that lease or property, 
as adjusted under AS 43.55.170 .

(b) A production tax value calculated under this section may not be less than zero.

(c) Notwithstanding any contrary provision of AS 43.55.150 , for purposes of 
calculating a monthly production tax value under (a)(2) of this section, the gross value at 
the point of production of the oil and gas is calculated under regulations adopted by the 
department that provide for using an appropriate monthly share of the producer's costs of 
transportation for the calendar year.

(d) Irrespective of whether a producer produces taxable oil or gas during a calendar 
year or month, the producer is considered to have generated a positive production tax 
value if a calculation described in (a) of this section yields a positive number because the 
producer's adjusted lease expenditures for a calendar year under AS 43.55.165 and 
43.55.170 are less than zero as a result of the producer's receiving a payment or credit 
under AS 43.55.170 . An explorer that has taken a tax credit under AS 43.55.023 (b) or 
that has obtained a transferable tax credit certificate under AS 43.55.023 (d) for the 
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amount of a tax credit under AS 43.55.023 (b) is considered a producer, subject to the tax 
levied under AS 43.55.011 (e), to the extent that the explorer generates a positive 
production tax value as the result of the explorer's receiving a payment or credit under AS 
43.55.170 .

(e) Any adjusted lease expenditures under AS 43.55.165 and 43.55.170 that would 
otherwise be deductible by a producer in a calendar year but whose deduction would 
cause an annual production tax value calculated under (a)(1) of this section of taxable oil 
or gas produced during the calendar year to be less than zero may be used to establish a 
carried-forward annual loss under AS 43.55.023 (b). However, the department shall 
provide by regulation a method to ensure that, for a period for which a producer's tax 
liability is limited by AS 43.55.011(j), (k), or (o), any adjusted lease expenditures under 
AS 43.55.165 and 43.55.170 that would otherwise be deductible by a producer for that 
period but whose deduction would cause a production tax value calculated under (a)(1)
(C), (D), or (E) of this section to be less than zero are accounted for as though the 
adjusted lease expenditures had first been used as deductions in calculating the production 
tax values of oil or gas subject to any of the limitations under AS 43.55.011 (j), (k), or (o) 
that have positive production tax values so as to reduce the tax liability calculated without 
regard to the limitation to the maximum amount provided for under the applicable 
provision of AS 43.55.011 (j), (k), or (o). Only the amount of those adjusted lease 
expenditures remaining after the accounting provided for under this subsection may be 
used to establish a carried-forward annual loss under AS 43.55.023 (b). In this subsection, 
"producer" includes "explorer."

Sec. 43.55.165. Lease expenditures.

(a) Except as provided in (j) and (k) of this section, for purposes of this chapter, a 
producer's lease expenditures for a calendar year are

(1) costs, other than items listed in (e) of this section, that are

(A) incurred by the producer during the calendar year after March 31, 2006, to 
explore for, develop, or produce oil or gas deposits located within the producer's leases or 
properties in the state or, in the case of land in which the producer does not own an 
operating right, operating interest, or working interest, to explore for oil or gas deposits 
within other land in the state; and

(B) allowed by the department by regulation, based on the department's 
determination that the costs satisfy the following three requirements:

(i) the costs must be incurred upstream of the point of production of oil and gas;

(ii) the costs must be ordinary and necessary costs of exploring for, developing, or 
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producing, as applicable, oil or gas deposits; and

(iii) the costs must be direct costs of exploring for, developing, or producing, as 
applicable, oil or gas deposits; and

(2) a reasonable allowance for that calendar year, as determined under regulations 
adopted by the department, for overhead expenses that are directly related to exploring 
for, developing, or producing, as applicable, the oil or gas deposits.

(b) For purposes of (a) of this section,

(1) direct costs include

(A) an expenditure, when incurred, to acquire an item if the acquisition cost is 
otherwise a direct cost, notwithstanding that the expenditure may be required to be 
capitalized rather than treated as an expense for financial accounting or federal income 
tax purposes;

(B) payments of or in lieu of property taxes, sales and use taxes, motor fuel taxes, 
and excise taxes;

(2) an activity does not need to be physically located on, near, or within the 
premises of the lease or property within which an oil or gas deposit being explored for, 
developed, or produced is located in order for the cost of the activity to be a cost upstream 
of the point of production of the oil or gas;

(3) in determining whether costs are lease expenditures, the department may 
consider, among other factors, the

(A) typical industry practices and standards in the state that determine the costs, 
other than items listed in (e) of this section, that an operator is allowed to bill a producer 
that is not the operator, under unit operating agreements or similar operating agreements 
that were in effect before December 2, 2005, and were subject to negotiation with at least 
one producer with substantial bargaining power, other than the operator; and

(B) standards adopted by the Department of Natural Resources that determine the 
costs, other than items listed in (e) of this section, that a lessee is allowed to deduct from 
revenue in calculating net profits under a lease issued under AS 38.05.180 (f)(3)(B), (D), 
or (E).

(c) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 

(d) [Repealed, Sec. 66 ch 1 SSSLA 2007]. 
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(e) For purposes of this section, lease expenditures do not include

(1) depreciation, depletion, or amortization;

(2) oil or gas royalty payments, production payments, lease profit shares, or other 
payments or distributions of a share of oil or gas production, profit, or revenue, except 
that a producer's lease expenditures applicable to oil and gas produced from a lease issued 
under AS 38.05.180 (f)(3)(B), (D), or (E) include the share of net profit paid to the state 
under that lease;

(3) taxes based on or measured by net income;

(4) interest or other financing charges or costs of raising equity or debt capital;

(5) acquisition costs for a lease or property or exploration license;

(6) costs arising from fraud, wilful misconduct, gross negligence, violation of law, 
or failure to comply with an obligation under a lease, permit, or license issued by the state 
or federal government;

(7) fines or penalties imposed by law;

(8) costs of arbitration, litigation, or other dispute resolution activities that involve 
the state or concern the rights or obligations among owners of interests in, or rights to 
production from, one or more leases or properties or a unit;

(9) costs incurred in organizing a partnership, joint venture, or other business entity 
or arrangement;

(10) amounts paid to indemnify the state; the exclusion provided by this paragraph 
does not apply to the costs of obtaining insurance or a surety bond from a third-party 
insurer or surety;

(11) surcharges levied under AS 43.55.201 or 43.55.300;

(12) an expenditure otherwise deductible under (b) of this section that is a result of 
an internal transfer, a transaction with an affiliate, or a transaction between related parties, 
or is otherwise not an arm's length transaction, unless the producer establishes to the 
satisfaction of the department that the amount of the expenditure does not exceed the fair 
market value of the expenditure;

(13) an expenditure incurred to purchase an interest in any corporation, partnership, 
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limited liability company, business trust, or any other business entity, whether or not the 
transaction is treated as an asset sale for federal income tax purposes;

(14) a tax levied under AS 43.55.011 ;

(15) costs incurred for dismantlement, removal, surrender, or abandonment of a 
facility, pipeline, well pad, platform, or other structure, or for the restoration of a lease, 
field, unit, area, tract of land, body of water, or right-of-way in conjunction with 
dismantlement, removal, surrender, or abandonment; a cost is not excluded under this 
paragraph if the dismantlement, removal, surrender, or abandonment for which the cost is 
incurred is undertaken for the purpose of replacing, renovating, or improving the facility, 
pipeline, well pad, platform, or other structure;

(16) costs incurred for containment, control, cleanup, or removal in connection with 
any unpermitted release of oil or a hazardous substance and any liability for damages 
imposed on the producer or explorer for that unpermitted release; this paragraph does not 
apply to the cost of developing and maintaining an oil discharge prevention and 
contingency plan under AS 46.04.030 ;

(17) costs incurred to satisfy a work commitment under an exploration license under 
AS 38.05.132 ;

(18) that portion of expenditures, that would otherwise be qualified capital 
expenditures, as defined in AS 43.55.023 , incurred during a calendar year that are less 
than the product of $0.30 multiplied by the total taxable production from each lease or 
property, in BTU equivalent barrels, during that calendar year, except that, when a 
portion of a calendar year is subject to this provision, the expenditures and volumes shall 
be prorated within that calendar year;

(19) costs incurred for repair, replacement, or deferred maintenance of a facility, a 
pipeline, a structure, or equipment, other than a well, that results in or is undertaken in 
response to a failure, problem, or event that results in an unscheduled interruption of, or 
reduction in the rate of, oil or gas production; or costs incurred for repair, replacement, or 
deferred maintenance of a facility, a pipeline, a structure, or equipment, other than a well, 
that is undertaken in response to, or is otherwise associated with, an unpermitted release 
of a hazardous substance or of gas; however, costs under this paragraph that would 
otherwise constitute lease expenditures under (a) and (b) of this section may be treated as 
lease expenditures if the department determines that the repair or replacement is solely 
necessitated by an act of war, by an unanticipated grave natural disaster or other natural 
phenomenon of an exceptional, inevitable, and irresistible character, the effects of which 
could not have been prevented or avoided by the exercise of due care or foresight, or by 
an intentional or negligent act or omission of a third party, other than a party or its agents 
in privity of contract with, or employed by, the producer or an operator acting for the 
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producer, but only if the producer or operator, as applicable, exercised due care in 
operating and maintaining the facility, pipeline, structure, or equipment, and took 
reasonable precautions against the act or omission of the third party and against the 
consequences of the act or omission; in this paragraph,

(A) "costs incurred for repair, replacement, or deferred maintenance of a facility, a 
pipeline, a structure, or equipment" includes costs to dismantle and remove the facility, 
pipeline, structure, or equipment that is being replaced;

(B) "hazardous substance" has the meaning given in AS 46.03.826 ;

(C) "replacement" includes renovation or improvement;

(20) costs incurred to construct, acquire, or operate a refinery or crude oil topping 
plant, regardless of whether the products of the refinery or topping plant are used in oil or 
gas exploration, development, or production operations; however, if a producer owns a 
refinery or crude oil topping plant that is located on or near the premises of the producer's 
lease or property in the state and that processes the producer's oil produced from that 
lease or property into a product that the producer uses in the operation of the lease or 
property in drilling for or producing oil or gas, the producer's lease expenditures include 
the amount calculated by subtracting from the fair market value of the product used the 
prevailing value, as determined under AS 43.55.020 (f), of the oil that is processed;

(21) costs of lobbying, public relations, public relations advertising, or policy 
advocacy.

(f) For purposes of AS 43.55.023 (a) and (b) and only as to expenditures incurred to 
explore for an oil or gas deposit located within land in which an explorer does not own a 
working interest, the term "producer" in this section includes "explorer."

(g) The department shall specify or approve a reasonable allocation method for 
determining the portion of a cost that is appropriately treated as a lease expenditure under 
this section if a cost that would otherwise constitute a lease expenditure under this section 
is incurred to explore for, develop, or produce

(1) both an oil or gas deposit located within land outside the state and an oil or gas 
deposit located within a lease or property, or other land, in the state; or

(2) an oil or gas deposit located partly within land outside the state and partly within 
a lease or property, or other land, in the state.

(h) The department shall adopt regulations that provide for reasonable methods of 
allocating costs between oil and gas, between gas subject to AS 43.55.011 (o) and other 
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gas, and between leases or properties in those circumstances where an allocation of costs 
is required to determine lease expenditures that are costs of exploring for, developing, or 
producing oil deposits or costs of exploring for, developing, or producing gas deposits, or 
that are costs of exploring for, developing, or producing oil or gas deposits located within 
different leases or properties.

(i) The department may adopt regulations that establish additional standards 
necessary to carrying out the purposes of this section and AS 43.55.170 , including the 
incorporation of the concepts of 26 U.S.C. 482 (Internal Revenue Code), as amended, the 
related or accompanying regulations of that provision, and any ruling or guidance issued 
by the United States Internal Revenue Service that relates to that provision.

(j) For purposes of AS 43.55.160 , for a calendar year after 2006 and before 2010, a 
producer's total lease expenditures, before adjustment under AS 43.55.170 , that are 
applicable to oil and gas produced by the producer from all leases or properties from 
which 1,000,000,000 BTU equivalent barrels of oil or gas have been cumulatively 
produced by the close of 2006 and from which the average daily oil and gas production 
during 2006 exceeded 100,000 BTU equivalent barrels as the unit boundaries were 
defined on January 1, 2007, are determined under this subsection and (k) of this section. 
Except as otherwise provided under (k) of this section, the producer's total lease 
expenditures, other than qualified capital expenditures, (1) for calendar year 2007, are 
equal to the product of 1.37 multiplied by the total lease expenditures for calendar year 
2006, other than qualified capital expenditures, that are applicable to oil and gas produced 
by the producer from all leases or properties within the unit, as reported on the producer's 
statement under AS 43.55.030 (a) for calendar year 2006, and (2) for a calendar year after 
2007, are equal to the product of 1.03 multiplied by the total lease expenditures, other 
than qualified capital expenditures, determined for the previous calendar year under this 
subsection. The producer's total lease expenditures for a calendar year after 2006 that are 
applicable to oil and gas produced by the producer from all leases or properties within a 
unit subject to this subsection are the sum of the producer's qualified capital expenditures 
incurred during the calendar year that are applicable to that oil and gas plus the lease 
expenditures, other than qualified capital expenditures, that are applicable to that oil and 
gas as determined under this subsection and (k) of this section. If a producer whose lease 
expenditures for 2006 are used to determine lease expenditures for a later calendar year 
under this subsection transfers an interest in an affected lease or property to a different 
producer or if the unit area of the applicable unit is changed from the area as it existed on 
December 31, 2006, the transferee's lease expenditures applicable to oil and gas produced 
by the transferee from the lease or property and a producer's lease expenditures applicable 
to oil or gas produced from a lease or property within a unit area as it existed on 
December 31, 2006, continue to be determined under this subsection using those 2006 
lease expenditures. In this subsection, "qualified capital expenditures" has the meaning 
given in AS 43.55.023 .

(k) If, after audit by the department of a producer's statement or amended statement 
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under AS 43.55.030 (a) for calendar year 2006, the department finally determines that the 
reported amount of total lease expenditures, other than qualified capital expenditures, for 
calendar year 2006 applicable to oil and gas produced by the producer from all leases or 
properties within a unit subject to (j) of this section exceeds by more than 10 percent the 
actual amount of those lease expenditures, other than qualified capital expenditures, the 
producer or transferee, as applicable, shall (1) substitute the actual amount of those lease 
expenditures, other than qualified capital expenditures, for purposes of the calculations 
set out in (j) of this section, and (2) file amended statements for affected past tax periods 
within 60 days after the final determination. The commissioner may adjust the deduction 
applicable under (j) of this section on changes in unit boundaries.

(l) For purposes of this section,

(1) "explore" includes conducting geological or geophysical exploration, including 
drilling a stratigraphic test well;

(2) "ordinary and necessary" has the meaning given in 26 U.S.C. 162 (Internal 
Revenue Code), as amended, and regulations adopted under that section;

(3) "stratigraphic test well" means a well drilled for the sole purpose of obtaining 
geological information to aid in exploring for an oil or gas deposit and the target zones of 
which are located in the state.

Sec. 43.55.170. Adjustments to lease expenditures.

(a) A producer's lease expenditures under AS 43.55.165 must be adjusted by 
subtracting payments or credits, other than tax credits, received by the producer or by an 
operator acting for the producer for

(1) the use by another person of a production facility in which the producer has an 
ownership interest or the management by the producer of a production facility under a 
management agreement providing for the producer to receive a management fee;

(2) a reimbursement or similar payment that offsets the producer's lease 
expenditures, including an insurance recovery from a third-party insurer and a payment 
from the state or federal government for reimbursement of the producer's upstream costs, 
including costs for gathering, separating, cleaning, dehydration, compressing, or other 
field handling associated with the production of oil or gas upstream of the point of 
production;

(3) the sale or other transfer of

(A) an asset, including geological, geophysical, or well data or interpretations, 
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acquired by the producer as a result of a lease expenditure or an expenditure that would 
be a lease expenditure if it were incurred after March 31, 2006; for purposes of this 
subparagraph,

(i) if a producer removes from the state, for use outside the state, an asset described 
in this subparagraph, the value of the asset at the time it is removed is considered a 
payment received by the producer for sale or transfer of the asset;

(ii) for a transaction that is an internal transfer or is otherwise not an arm's length 
transaction, if the sale or transfer of the asset is made for less than fair market value, the 
amount subtracted must be the fair market value; and

(B) oil or gas

(i) that is not considered produced from a lease or property under AS 43.55.020 (e); 
and

(ii) the cost of acquiring which is a lease expenditure incurred by the person that 
acquires the oil or gas.

(b) Except as otherwise provided under this subsection, if one or more payments or 
credits subject to this section are received by a producer or by an operator acting for the 
producer during a calendar year and if either the total amount of the payments or credits 
exceeds the amount of the producer's applicable lease expenditures for that calendar year 
or the producer has no lease expenditures for that calendar year, the producer shall 
nevertheless subtract those payments or credits from the lease expenditures or from zero, 
respectively, and the producer's applicable adjusted lease expenditures for that calendar 
year are a negative number and shall be applied to the pertinent calculation under AS 
43.55.160 (a) as a negative number.

(c) For purposes of AS 43.55.023 (a) and (b) and only as to expenditures incurred to 
explore for an oil or gas deposit located within land in which an explorer does not own a 
working interest, the term "producer" in this section includes "explorer."

Sec. 43.55.180. Required report.

(a) The department shall study

(1) the effects of the provisions of this chapter on oil and gas exploration, 
development, and production in the state, on investment expenditures for oil and gas 
exploration, development, and production in the state, on the entry of new producers into 
the oil and gas industry in the state, on state revenue, and on tax administration and 
compliance, giving particular attention to the tax rates provided under AS 43.55.011 , the 
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tax credits provided under AS 43.55.023 - 43.55.025, and the deductions for and 
adjustments to lease expenditures provided under AS 43.55.160 - 43.55.170; and

(2) the effects of the tax rates under AS 43.55.011 (i) on state revenue and on oil and 
gas exploration, development, and production on private land, and the fairness of those 
tax rates for private landowners.

(b) The department shall prepare a report on or before the first day of the 2011 
regular session of the legislature on the results of the study made under (a) of this section, 
including recommendations as to whether any changes should be made to this chapter. 
The department shall notify the legislature that the report prepared under this subsection 
is available.

Article 02. CONSERVATION SURCHARGE ON OIL

Sec. 43.55.200. Surcharge levied. [Repealed, Sec. 43 ch 128 SLA 1994].

Repealed or Renumbered

 
 
Title 43. REVENUE AND TAXATION 
Chapter 43.55. OIL AND GAS PRODUCTION TAX AND OIL SURCHARGE 
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